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INTRODUCTION 1.0

This Final Environmental Impact Report (Final EIR) was prepared in accordance with the California
Environmental Quality Act (CEQA) and the State CEQA Guidelines (Section 15132). The City of Fort
Bragg (City) is the lead agency for the environmental review of the Best Development Grocery
Outlet Project (Project) and has the principal responsibility for approving the Project. This Final EIR
assesses the expected environmental impacts resulting from approval of the Project and
associated impacts from subsequent development and operation of the Project, as well as
responds to comments received on the Draft Environmental Impact Report (Draft EIR).

1.1 PURPOSE AND INTENDED USES OF THE EIR
CEQA REQUIREMENTS FOR A FINAL EIR

This Final EIR for the Project has been prepared in accordance with the State CEQA Guidelines.
State CEQA Guidelines Section 15132 requires that a Final EIR consist of the following:

e the Draft EIR or a revision of the draft;

e comments and recommendations received on the Draft EIR, either verbatim or in
summary;

e alist of persons, organizations, and public agencies commenting on the Draft EIR;

e the responses of the lead agency to significant environmental concerns raised in the
review and consultation process; and

e any other information added by the lead agency.

In accordance with State CEQA Guidelines Section 15132(a), the Draft EIR is incorporated by
reference into this Final EIR.

An EIR must disclose the expected environmental impacts, including impacts that cannot be
avoided, growth-inducing effects, impacts found not to be significant, and significant cumulative
impacts, as well as identify mitigation measures and alternatives to the Project that could reduce
or avoid its adverse environmental impacts. CEQA requires government agencies to consider and,
where feasible, minimize environmental impacts of proposed development, and an obligation to
balance a variety of public objectives, including economic, environmental, and social factors.

PURPOSE AND USE

The City, as the lead agency, has prepared this Final EIR to provide the public and responsible and
trustee agencies with an objective analysis of the potential environmental impacts resulting from
approval, construction, and operation of the Project. Responsible and trustee agencies that may
use the EIR are identified in Chapters 1.0 and 2.0 of the Draft EIR.

The environmental review process enables interested parties to evaluate the Project in terms of its
environmental consequences, to examine and recommend methods to eliminate or reduce
potential adverse impacts, and to consider a reasonable range of alternatives to the Project. While
CEQA requires that consideration be given to avoiding adverse environmental effects, the lead
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1.0 INTRODUCTION

agency must balance adverse environmental effects against other public objectives, including the
economic and social benefits of a project, in determining whether a project should be approved.

This EIR will be used as the primary environmental document to evaluate all aspects of
construction and operation of the Project. The details and operational characteristics of the
Project are identified in Chapter 2.0, Project Description, of the Draft EIR (September 2022).

1.2 ENVIRONMENTAL REVIEW PROCESS

The review and certification process for the EIR has involved, or will involve, the following general
procedural steps:

NOTICE OF PREPARATION AND INITIAL STUDY

The City of Fort Bragg circulated an Initial Study (IS) and Notice of Preparation (NOP) of an EIR for
the proposed Project on May 19, 2022 to the State Clearinghouse, CDFW, Other Public Agencies,
Organizations and Interested Persons. A public scoping meeting was held on June 7, 2022.
Concerns raised in response to the NOP were considered during preparation of the Draft EIR. The
IS, NOP, and comments received on the NOP by interested parties, including those received at the
public Scoping Meeting, are presented in Appendix A of the Draft EIR.

NOTICE OF AVAILABILITY AND DRAFT EIR

The City published a public Notice of Availability (NOA) for the Draft EIR on September 15,
2022inviting comment from the general public, agencies, organizations, and other interested
parties. The NOA was filed with the State Clearinghouse (SCH # 2022050308) and the County Clerk,
and was published in a local newspaper pursuant to the public noticing requirements of CEQA.
The Draft EIR was available for public review and comment from September 15, 2022 through
October 31, 2022.

The Draft EIR contains a description of the Project, description of the environmental setting,
identification of Project impacts, and mitigation measures for impacts found to be significant, as
well as an analysis of Project alternatives, identification of significant irreversible environmental
changes, growth-inducing impacts, and cumulative impacts. The Draft EIR identifies issues
determined to have no impact or a less-than-significant impact, and provides detailed analysis of
potentially significant and significant impacts. Comments received in response to the NOP were
considered in preparing the analysis in the Draft EIR.

RESPONSE TO COMMENTS/FINAL EIR

The City received 27 comment letters regarding the Draft EIR from public agencies. These
comment letters on the Draft EIR are identified in Table 2.0-1, and are found in Chapter 2.0 of this
Final EIR.

In accordance with CEQA Guidelines Section 15088, this Final EIR responds to the written
comments received on the Draft EIR, as required by CEQA. This Final EIR also contains minor edits
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INTRODUCTION 1.0

to the Draft EIR, which are included in Chapter 3.0, Revisions. This document, as well as the Draft
EIR as amended herein, constitute the Final EIR.

CERTIFICATION OF THE EIR/PROJECT CONSIDERATION

The Fort Bragg Planning Commission and City Council will review and consider the Final EIR. If the
City Council finds that the Final EIR is "adequate and complete," the Council may certify the Final
EIR in accordance with CEQA and City environmental review procedures and codes. The rule of
adequacy generally holds that an EIR can be certified if:

1) The EIR shows a good faith effort at full disclosure of environmental information; and

2) The EIR provides sufficient analysis to allow decisions to be made regarding the proposed
project which intelligently take account of environmental consequences.

Upon review and consideration of the Final EIR, the City Council may take action to approve,
revise, or reject the Project. A decision to approve the Project, for which this EIR identifies
significant environmental effects, must be accompanied by written findings in accordance with
State CEQA Guidelines Sections 15091 and 15093. A Mitigation Monitoring and Reporting
Program, as described below, would also be adopted in accordance with Public Resources Code
Section 21081.6(a) and CEQA Guidelines Section 15097 for mitigation measures that have been
incorporated into or imposed upon the project to reduce or avoid significant effects on the
environment. This Mitigation Monitoring and Reporting Program has been designed to ensure
that these measures are carried out during Project implementation, in a manner that is consistent
with the EIR.

1.3 ORGANIZATION OF THE FINAL EIR

This Final EIR has been prepared consistent with Section 15132 of the State CEQA Guidelines,
which identifies the content requirements for Final EIRs. This Final EIR is organized in the following
manner:

CHAPTER 1.0 — INTRODUCTION

Chapter 1.0 briefly describes the purpose of the environmental evaluation, identifies the lead,
agency, summarizes the process associated with preparation and certification of an EIR, and
identifies the content requirements and organization of the Final EIR.

CHAPTER 2.0 - COMMENTS ON THE DRAFT EIR AND RESPONSES

Chapter 2.0 provides a list of commenters, copies of written and electronic comments made on
the Draft EIR (coded for reference), and responses to those written comments.

CHAPTER 3.0 — REVISIONS

Chapter 3.0 consists of minor revisions to the Draft EIR in response to comments received on the
Draft EIR.
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1.0 INTRODUCTION

CHAPTER 4.0 - FINAL MMRP

Chapter 4.0 consists of a Mitigation Monitoring and Reporting Program (MMRP). The MMRP is
presented in a tabular format that presents the impacts, mitigation measure, and responsibility,

timing, and verification of monitoring.
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COMMENT ON DRAFT EIR AND RESPONSES 2.0

2.1 INTRODUCTION

No new significant environmental impacts or issues, beyond those already covered in the Draft EIR for the
Best Development Grocery Outlet Project (Project), were raised during the comment period. Responses
to comments received during the comment period do not involve any new significant impacts or add
“significant new information” that would require recirculation of the Draft EIR pursuant to CEQA
Guidelines Section 15088.5.

CEQA Guidelines Section 15088.5 states that: New information added to an EIR is not “significant” unless
the EIR is changed in a way that deprives the public of a meaningful opportunity to comment upon a
substantial adverse environmental effect of the project or a feasible way to mitigate or avoid such an effect
(including a feasible project alternative) that the project’s proponents have declined to implement.

Sections 2.0 and 3.0 of this Final EIR include information that has been added to the EIR since the close of
the public review period in the form of responses to comments and revisions.

2.2 LIST OF COMMENTERS

Table 2.0-1 lists the comments on the Draft EIR that were submitted to the City of Fort Bragg (City) during
the 45-day public review period for the Draft EIR. The assigned comment letter or number, letter date,
letter author, and affiliation, if presented in the comment letter or if representing a public agency, are
also listed. Letters received are coded with letters (A, B, etc.).

TABLE 2.0-1 LiST OF COMMENTERS ON DRAFT EIR

RESPONSE LETTER INDIVIDUAL OR SIGNATORY AFFILIATION DATE

A Alan Haack Resident 10-28-22
B Ali Van Zee Resident 10-28-22
C Annemarie Weibel Resident 10-31-22
D Annemarie Weibel Resident 10-31-22
E Anonymous Resident 10-19-22
F Anonymous Resident 10-19-22
G Carol Eshom Resident 9-19-22

H Carol Francois Resident 10-28-22
I Deborah Shook Resident 10-30-22
| Dobby Sommer Resident 10-28-22
K Mark Wolfe Fort Bragg Local Business Matters 10-31-22
L Gary McCray Resident 9-18-22

M Jacob Patterson Resident 10-31-22
N Jaen Treesinger Resident 10-31-22
0 Karin Weyland Resident 10-28-22
P Leslie Kashiwada Resident 10-31-22
Q Linda Williams Resident 10-29-22
R Liz Helenchild Resident 10-31-22
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2.0 COMMENTS ON DRAFT EIR AND RESPONSES

RESPONSE LETTER INDIVIDUAL OR SIGNATORY AFFILIATION DATE
S Mary Rose Kaczorowski Resident 10-31-22
T Mikael Blaisdell Resident 10-11-22
U Morgan Shook Resident 10-31-22
\Y Rebecca McDaniel Resident 9-19-22
w Robert Ross Resident 10-28-22
X Robert Zimmer Resident 10-28-22
Y Suzi Long Resident 10-28-22
Z Tess Albin-Smith Resident 10-28-22
AA Various City Council Hearing 10-11-22

2.3 COMMENTS AND RESPONSES
REQUIREMENTS FOR RESPONDING TO COMMENTS ON A DRAFT EIR

CEQA Guidelines Section 15088 requires that lead agencies evaluate and respond to all comments on the
Draft EIR that regard an environmental issue. The written response must address the significant
environmental issue raised and provide a detailed response, especially when specific comments or
suggestions (e.g., additional mitigation measures) are not accepted. In addition, the written response
must be a good faith and reasoned analysis. However, lead agencies need only respond to significant
environmental issues associated with the project and do not need to provide all the information requested
by the commenter, as long as a good faith effort at full disclosure is made in the EIR (CEQA Guidelines
Section 15204).

CEQA Guidelines Section 15204 recommends that commenters provide detailed comments that focus on
the sufficiency of the Draft EIR in identifying and analyzing the possible environmental impacts of the
project and ways to avoid or mitigate the significant effects of the project, and that commenters provide
evidence supporting their comments. Pursuant to CEQA Guidelines Section 15064, an effect shall not be
considered significant in the absence of substantial evidence.

CEQA Guidelines Section 15088 also recommends that revisions to the Draft EIR be noted as a revision in
the Draft EIR or as a separate section of the Final EIR. Chapter 3.0 of this Final EIR identifies all revisions
to the Best Development Grocery Outlet Project Draft EIR.

RESPONSES TO COMMENT LETTERS

Written comments on the Draft EIR are reproduced on the following pages, along with responses to those
comments. To assist in referencing comments and responses, the following coding system is used:

e Each letter is lettered or numbered (i.e., Letter A) and each comment within each letter is
numbered (i.e., comment A-1, comment A-2).
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2.0 COMMENTS ON DRAFT EIR AND RESPONSES

From: alan haack <alanhaack@hotmail.com>

Sent: Friday, October 28, 2022 11:48 AM

To: Gurewitz, Heather <hgurewitz@fortbragg.com>

Subject: Generic Architecture And Cheap Discount Business Are Not Appropriate For Fort Bragg

After driving up Highway 1 from the Bay Area or coming to the coast by Highway 20, it's
always a shock to enter Fort Bragg, looking more like East Los Angeles or low rent areas of
San Jose. What happened to city pride? Why does Fort Bragg insist on being the ugliest
town on the north coast?

The site being considered is a very prominent site at the southern entrance to the city.
Putting up a low cost national chain store will tell visitors that Fort Bragg sees itself as a low-
class junky city.

This store should not be a feature at the southern entrance to Fort Bragg. Building it is one
more step in bringing this town down in terms of aesthetics and quality of retail.

Perhaps Fort Bragg doesn't mind being known as the anything goes junky town of the north

coast. For those of us who care about Fort Bragg's future, it's discouraging and sad to know
that this inappropriate building is being considered by the City. It should not be approved.

A-1
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COMMENTS ON DRAFT EIR AND RESPONSES

Response to Letter A: Alan Haack

Response A-1: The commenter states that Fort Bragg looks more like east Los Angeles or low rent areas

of San Jose as one travels up Highway 1 or Highway 20 and asks rhetorical questions about
City pride and the appearance of Fort Bragg. The commenter then notes that the site is a
prominent site at the southern entrance to the city, and putting up a low-cost national
chain store will tell visitors that Fort Bragg sees itself as a low-class junky city. The
commenter continues to discuss visual concerns about the proposed Project and
concludes that the proposed Project should not be approved.

While the comment does not address the adequacy of the Draft EIR, or compliance with
CEQA, this comment is noted and will be forwarded to the decision makers for their
consideration of topics beyond the Draft EIR.

2.0-4
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COMMENTS ON DRAFT EIR AND RESPONSES 2.0

From: Ali Van Zee <yourali747@gmail.com>

Sent: Friday, October 28, 2022 8:06 AM

To: Gurewitz, Heather <hgurewitz@fortbragg.com>
Subject: Grocery Outlet Commemt

Hi Heather,

I'd like to submit my comment objecting to the City's plan to allow Grocery Outlet/Bargain Market take over property on S
Franklin and North Harbor Drive.

What is the fascination this city has with big box stores? There is very little upside to consumers - who can already find
inexpensive food items at our local Purity and Harvest Markets and our other big box store, Safeway. This store will be
yet another environmental disaster for Fort Bragg. Paving over empty fields for parking lots increases heat-island effects
and is a big driver of warming climate patterns. (Ref: https://iwww.fhwa.dot.gov/pavement/sustainability/
articles/pavement_thermal.cim ) We have enough problems now that we can’t yet fix as a result of a warming, drier
climate!

Residents in Fort Bragg are under now constant water restrictions. How do we justify the drain on our existing water
supply for this project?

How will this affect our already lagging recycling program? | don’t see this answered in the Draft EIR.

Healthy competition is not a bad thing per se, but a store like Grocery Qutlet rigs the system against its competition. How
does it help Ft Bragg residents if our other markets shut down as a result?

Why are we, a small coastal community so in love with urbanization? | would venture to say that the majority of residents
don’t want to see that happen here in our town. Grocery Qutlet isn’t going to revitalize our city! Making Main St and
Franklin more attractive, capping rent businesses need to pay are better ways to achieve that goal.

We are a tourist-driven economy. We are a tourist destination. Nobody wants to drive all the way up here only to find the
same big box crap-filled behemoths they just left at home.

We don’t need more carcinogenic food wrapped in non-recyclable plastic packaging here. How about, instead,
supporting our local farms and existing stores so they can sell healthy food for less?

Our City Council gets quite a bit right, but they’re way off the mark here.

Ali Van Zee

545 N Harold St

Fort Bragg, CA. 95437
510-517-6238

~We survive together, or not at all~
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COMMENTS ON DRAFT EIR AND RESPONSES

Response to Letter B: Ali Van Zee

Response B-1: The commenter expresses objection to the proposed Project and makes statements

regarding big box stores. The commenter states that paving over empty fields for parking
lots increases heat island effects and is a big driver of warming climate patterns. The
commenter questions how do we justify the drain on our existing water supply for this
Project, and how will this affect our already lagging recycling program. The commenter
makes further statements regarding the merits of the proposed Project.

Most of the comment does not address the adequacy of the Draft EIR, or compliance with
CEQA. These comments are noted and will be forwarded to the decision makers for their
consideration of topics beyond the adequacy of the Draft EIR. There were, however, two
environmental topics discussed: climate change and heat-island effects. Climate change
is fully addressed in Section 3.4 Greenhouse Gas, Climate Change and Energy. Heat
islands, however, was not specifically addressed in the Draft EIR, in part because the
California EPA has not identified Fort Bragg as an area of California that is impacted by
heat islands. Heat islands are an environmental topic that is monitored in communities
by the California EPA through the Urban Heat Island Index. Heat islands are created by a
combination of heat-absorptive surfaces (such as dark pavement and roofing), heat-
generating activities (such as engines and generators), and the absence of vegetation
(which provides evaporative cooling). It is well recognized that large urban areas often
experience higher temperatures, greater pollution, and more negative health impacts
during hot summer months, when compared to more rural communities. This
phenomenon is known as the urban heat island.

In 2012 the California Legislature required the California EPA to develop an Urban Heat
Island Index (AB 296, Chapter 667, Statutes of 2012) and to design it so that “cities can
have a quantifiable goal for heat reduction.” In 2015, the CalEPA released a study entitled,
“Creating and Mapping an Urban Heat Island Index for California” which defines and
examines the characteristics of the urban heat island and, for the first time, created an
Urban Heat Island Index to quantify the extent and severity of urban heat islands for
individual cities. The study also produced Urban Heat Island Interactive Maps, showing
the urban heat island effect for each census tract in and around most urban areas
throughout the state. California EPA’s Urban Heat Island Index study has not shown that
there is a significant increase in heat due to urban heat island effects in rural communities
or suburban areas. As such, the California EPA has established a Urban Heat Island Index
for urban communities with a higher likelihood of heat index problems. Fort Bragg is not
considered an urban area, and is not identified by the California EPA as an area with heat
island problems. Nevertheless, the City of Fort Bragg requires landscaping as a part of the
proposed Project. The vegetation within the landscaping is intended to provide
evaporative cooling to minimize the potential for heat island impacts which can result
from increased heat-absorptive surfaces (such as dark pavement and roofing), and heat-
generating activities (such as engines and generators). Overall, the potential for urban
heat islands on the Project site, and in Fort Bragg as a whole, is considered low.

2.0-6
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COMMENTS ON DRAFT EIR AND RESPONSES

2.0

TECHNICAL COMMENTS: City of Fort Bragg Draft EIR (September, 2022)
on the Best Development Grocery Outlet Project (GO)

(SCH: 2022050308)

Submitted by Annemarie Weibel

10-31-2022

Introduction

I have many comments about this Draft EIR. If I did not address certain issues it does not mean that
there are no issues as covering all issues based on the info presented in 916 pages is not an easy task. I
dis not have enough time or knowledge to submit more comments. I have lived on the Mendocino coast
since 1978 and feel that T have more knowledge than some of the consultants that live in Southern
California. Please be read my concerns I expressed in previous comments to the Planning Commission
and the City Council as Leslie Kashwada PhD. and Jacob Patterson, attorney, asked you to do.
Unfortunately the quality of this DEIR is just as bad as the MND. Many of the comments by Leslie
Kashiwada PHD. and Jacob Patterson about this project were not addressed well, or sometimes not at
all (comments located in Appendix A).

The following comments address the City of Fort Bragg Draft Best Development Grocery Outlet
Environmental Impact Report (DEIR) for the Project, dated September 2022. In summary, the DEIR
presents (a) an incomplete project description, (b) relies on superannuated (outdated) and variously
erroneous data and other information, (c) omits

significant potential adverse environmental effects (including on coastal resources and
public/recreational access) from analysis, (d) proposes measures that do not, or do not fully, mitigate
identified significant adverse project effects, (e) impermissibly relies on deferred mitigation, and (f}
omits available, likely feasible, project alternatives from analysis. As further indicated in the
comments, below, the DEIR is inadequate to serve as the environmental information document required
by CEQA, and therefore should be substantially revised and

recirculated for public review and comment.

DFEIR section 2.1 PROJECT LOCATION (Electronic Page 37/916 ff.) erroneously states that “the
Project site is located ... in the City’s Coastal Zone and is appealable to the California Coastal
Commission because it is within 300 feet of what is considered a coastal bluff. Properties within the
Coastal Zone are regulated by the Coastal Land Use and Development Code (CLUDC), also known as
Fort Bragg Municipal Code (FBMC) Title 17. The NOP sent to the State clearinghouse indicates that
the proposed Project can not be appealed to the California Coastal Commission.

UTILITIES AND SERVICES (40) “The proposed Project would connect to existing City
infrastructure to provide water, sewer, and storm drainage utilities. The Project would be served by the
following existing service providers: 1. City of Fort Bragg for water..”

When plans were made for the Hare Creek mall there was supposedly only 1% of water left for the
mall and the Avalon Hotel & Conference Center. The water that is stored by the city is not new water.
Once it is gone, it is gone. Since 2015 most years do to the drought, and possibility of saltwater
intruding into the watersheds that provide water to the city, there were water restrictions. [ do not see
that changing even with a desalination plant. The fact that the GO sells prepackaged food does not
change the fact that they still need water for the construction (was not explained), and for irrigation and
bathrooms. What is the capacity of the water system serving the GO? What is the water serving
program for this site? How can Utilities and Service Systems b be mitigated?

€1

C-2
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2.0 COMMENTS ON DRAFT EIR AND RESPONSES

Water (41) lists that “a new six-inch fire connection would be constructed to the east of the existing
connection. A total of three fire hydrants with valve lines are proposed for fire suppression on the site.”
Earlier city documents indicated that of all the areas in Fort Bragg the neighborhood surrounding the
hospital had issues with water pressure. This area is also the area that has grown very much with the
69-unit Danco Buildings, the new apartment complexes and townhouses along Cypress Street, the new
Crisis Respite Center on 517 Cypress Street along with the new Parents and Friends housing unit on
Cypress Street, and the low income senior housing on Cypress Street. How is that possible with the low
water pressure?

Wastewater (41) How can Utilities and Service Systems ¢ be mitigated? What is the wastewater plant’s
average dry and wet weather flow capacity? At what capacity is the plant operating? Are there plans for
expansion for the wastewater plant and infrastructure?

Stormwater Drainage (41) This comment is very vague: “For example, bioretention facilities would be c-2
sized to capture and treat runoff from the proposed impervious surfaces produced by the 24-hour, 85th
percentile rain event.” Are bioretention facilities planned? How could Utilities and Service Systems be
mitigated? What capacity would the stormwater drainage system be operating at? We all know that
along with the droughts we can have "atmospheric rivers” flood areas and considering that this
property is next to a Special Review and Runoff Area leading to the Noyo River is concerning.

cont'd

Other Utilities and Services (41) C&S Waste Solutions would provide solid waste collection services.
How could Utilities and Service Systems d be mitigated? I am concerned with the enormous amount of
waste created by GO as everything is packaged. I am concerned both about their waste and also the
waste that shoppers leave behind or take home and then dispose off and create more waste than they
did in the past. Fort Bragg has a huge problem with waste. The new transfer station north of town is not
built yet. They will not accept buy back, nor hazardous waste. The Caspar transfer station on 409, nor
the Albion transfer station are offering these services. What is the capacity of the Ukiah landfill? Are
there requirements for diversion of construction and demolition waste? We are told that the building is
moldy. What proof do we have? We are told it might have asbestos. Would that not have been checked
out before it became a Social Services Building? How many trips would it take to deliver the asbestos
to a Superfund site? How much asbestos is there? It seems before this project gets approved the mold
and asbestos issue needs to be checked out.

Aesthetic & Visual Resources (63) “The distant ocean views define much of the character of the City
by visually identifying it as a coastal town.” You can see these views of the harbor, the Noyo River, and
the ocean from the Project site and even if you can not see it from every corner of the site you know it
is there. You can see the horizon, you can see the geology of the surrounding area.

Policy CD-1.4 New development shall be sited and designed to minimize adverse impacts on
scenic areas visible from scenic roads or public viewing areas to the maximum feasible
extent.

CD-2.2 Large Commercial Development: Ensure that large commercial development, such as shopping €3
centers, big box retail, and mixed use development, fits harmoniously with the scale and design of
existing buildings and streetscape of the City.

Chapter 17.38, Signs, of the City’s Coastal L.and Use and Development Code aims to:
A. Avoid traffic safety hazards to motorists, bicyclists, and pedestrians, caused by visual
distractions and obstructions;
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2.0

B. Promote the aesthetic and environmental values of the community by providing for signs
that do not impair the attractiveness of the City as a place to live, work, and shop;

C. Provide for signs as an effective channel of communication, while ensuring that signs are
aesthetically proportioned in relation to adjacent structures and the structures to which

they are attached;

Consistent with Appendix G of the CEQA Guidelines, the proposed Project will have a significant
impact on aesthetics if it will have a substantial adverse effect on a scenic vista. In my mind it does.

2.4 PROJECT CHARACTERISTICS AND DESCRIPTION

Building Architecture and Signage (39)

“The building will be composed of elements and details representative of Fort Bragg’s architectural
heritage, as the Applicant’s chosen design elements were influenced by Fort Bragg’s downtown
architecture. The window and door treatments give homage to the smaller shops along the main
downtown street’s detailing as well as the Hardie Board (wood composite)} wood paneling, masonry,
and providing a variety of the materials on the elevations to add visual interest. Rooflines of the
building would align with buildings on adjacent properties to avaoid clashes in building height.” In my
mind these words are good PR, but in no way does the architecture please aesthetically. In other
communities planning commission would not approve of this cookie cutter version and consider it
aesthetically pleasing. I do not no matter what words were chosen to let people believe it is.

Illuminated signs (39)

“The monument sign would have 15 sf of branding on each side, in addition to the unbranded base.
Additionally, an 83.3-sf illuminated channel sign would be located on the sign parapet along the front
elevation of the building.” I find these signs not pleasing from an aesthetical viewpoint and believe that
the 83.3-sf illuminated channel sign could be seen from a potentially scenic Highway. We already have
enough corporate businesses lined up on Hyw1 or within the viewshed.

Air Quality (107) mentions that “heavy-duty trucks are a common source of Diesel Particulate Matter
(DPM), in contrast to passenger vehicles (such as light-duty cars and trucks). It has come to my
attention that currently we are not only having gasoline prices go through the roof, but we might have
no access to diesel anymore.

If we have no fuel, we will have no trucks. With no trucks, we will have no goods on the GO’s shelves.
On October 14th, 2022 it was said the United States had only a 25-day supply of diesel left. Why build
a GO if we have no fuel to deliver goods. Instead we could sell locally produced organic food that is in
season and raise a generation of healthy people versus offering corporate produced fattening food full
rich on salt and sugar causing people to become overweight. We do not need a store that promotes
Pepsi, Coca Cola, and Nestle products and all wrapped up to cause more trash.
https:/finance.yahoo.com/news/us-now-just-25-days-160000619.html

Biological Resources (111) should have been done at various times throughout the year and not only
on March 29, 2022 and April 20, 2022 to assess the habitat, evaluate potential for special status species,
test for aquatic resources/wetlands, and to verify/validate conditions and assessments reported in past
studies and regulatory databases. I support all Leslie Kashiwada’s statements, especially in regards to
wetlands, bats, and protection of the trees. Even the past studies by De Novo do not thoroughly
evaluate wetlands, bats, and protection of the trees. We know there should be a buffer of a 100 ft. next
to wetlands. The photos and letters Leslie Kashiwada provided indicate that there are plants that
indicate the presence of wetlands. The bat study needs to happen before the final EIR gets published.

cont'd

c4
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Landscaping (39/40) “Currently, four ornamental trees are located in the northwestern portion of the
Project site, and additional ornamental trees are located along the South Street frontage.” It is
concerning that there is no promise made to save these established trees that provide habitat for
potentially threatened and endangered animals, and could provide a landing spot for migratory birds. It
takes a long time to grow trees in this climate considering salt air and wind and new trees might not
make it. Based on the IS biological Resources a— i mitigations should address this issue. Also
Aesthetics b lists damage to trees. Policy (5-14.3 suggests Minimize Disturbance of Natural
Vegetation and includes their root structure. c6

2.0 PROJECT DESCRIPTION 2.0-4 (39/40) Draft Environmental Impact Report — “Best Development | cont'd
Grocery Outlet trees could be preserved as part of the proposed landscaping plan; however, it is likely
that tree removal in some capacity would be required.”

Policy CD-1.11: New development shall minimize removal of natural vegetation. Existing

native trees and plants shall be preserved on the site to the maximum extent feasible.

Policy OS-5.1. Native Species: Preserve native plant and animal species and their habitat. Policy OS-
5.2. To the maximum extent feasible and balanced with permitted use, require that site planning,
construction, and maintenance of development preserve existing healthy trees and native vegetation on
the site.

As far as wildlife is concerned read also Leslie Kashiwada’s comments about crows vs. ravens. This
example makes clear that the expertise of these biologists needs to be questioned. Just like Jacob
Patterson in his photo and written documents in the record showed we have much wildlife here that
local people know about and see. Biologists who fly into the area for a day won’t know about them or
might not see them that day. I also saw a blue heron on this property, but had no camera with me to take
a photo. We know that more than gophers are seen on this property at times. By putting a concrete C-7
parking lot and the GO on that property the seven special-status invertebrates, the five special-status
amphibians, one special-status reptile, four special-status mammals, eight special-status birds, as well
as the 55 special-status plants that are documented within the six-quadrangle area according to the
CNDDB that could potentially be found on that site might not be seen anymore on the Project site.

0S-15.2 Protect and Restore Open Space: During the development review process, protect and restore
open space areas such as wildlife habitats, view corridors, coastal areas, and watercourses as open and
natural.

There is no way possible that the mitigations set in place would protect these plants and animals and
therefore has a significant effect on the environment.

GREENHOUSE GASES, CLIMATE CHANGE AND ENERGY 3.4 (147) Please see comments
received by City Council meeting Oct. 11, 2022 by Mary Rose Kaczorowsky about GO and pollution
and climate impacts. I agree with her comments.

Please also see my comments under Air Quality in regards to availability and affordability of diesel for
the trucks. 9

THRESHOLDS OF SIGNIFICANCE (ENERGY CONSERVATION) (172) Consistent with
Appendices F and G of the CEQA Guidelines, energy-related impacts are considered significant if
implementation of the proposed Project would do the following:

2.0-10 Final Environmental Impact Report - Best Development Grocery Outlet



COMMENTS ON DRAFT EIR AND RESPONSES

2.0

* Result in potentially significant environmental impact due to wasteful, inefficient, or
unnecessary consumption of energy resources, during Project construction or operation;

Goal 3: To improve our public spaces so the street, road and transportation system meets the needs of
all surface transportation modes, including vehicular, bicycle, pedestrian and transit. This goal can not
be met as the intersection of North Harbor Drive and Hwy 1/Noyo Bridge will not be safe. Also
pedestrians who live in the neighborhood need more sidewalks than proposed to be safe (Goal 8).

Both Goal 5: Provide a safe transportation system and enable rapid and safe evacuation and emergency
response and Goal 7: Provide a safe and efficient transportation network, connecting local community
roads and major transportation corridors and meeting the transportation needs of the communities
served by these facilities can not be met by this DETR. Nowhere in the document was it explained that
South Street is also the street used most often by ambulances. Also the police/sheriff mostly use
Cypress Street. Also South Street has a big dip at the intersection of S. Franklin Street and makes
maneuvering hard.

Landuse 3.5 (187) “Urban decay” or “blight” will happen even more than it already happened in Fort
Bragg where about 20 businesses have been vacant since at least 2015. To move yet another formula
business into town will only make this situation worse. It might help the city temporarily to have more
tax revenues, but they will loose it from another similar venue. It will be even worse, as another food
business like Purity Market who is in the center of town where people often walk to, very likely will
have to close down. Instead more people will drive to this area of town away from downtown. The
decision to move in GO most likely will provoke a chain reaction of store closures and long-term
vacancies, ultimately destroying existing neighborhoods and leaving decaying shells in their wake.

I read in the DEIR that this Project will provide employment-generating uses that

will promote employment and economic development, while providing retail grocery opportunities.
The 15-25 employees and 2 managers will not help employment in this town. The jobs will be
minimum wage part time jobs with no benefits, no maternity leave, or sick leave. The money does not
stay in this town, goes to a corporate business somewhere else. There is no housing that is available or
affordable, not even for doctors, lawyers, and teachers. Where is the housing for your employees?
LLU-4.1 Formula Businesses and Big Box Retail: Regulate the establishment of formula businesses and
big box retail to ensure that their location, scale, and appearance do not detract from the economic
vitality of established commercial businesses and are consistent with the small town, rural character of
Fort Bragg. This project is not consistent.

LU-4.4 Standards for Commercial Uses in Residential Areas: Commercial uses in and adjacent to
residential areas shall not adversely affect the primarily residential character of the area. This project is
detrimental and lowers the land value at a minimum for the 5 residences to the east and the 3 properties
that might be built on in the near future (2 on the east side and 1 on the west side) and will be growth
inducing.

LU-10.4: Ensure Adequate Services and Infrastructure for New Development. Development shall only
be approved when it has been demonstrated that the development will be served with adequate water
and wastewater treatment. Lack of adequate services to serve the proposed development shall be
grounds for denial of the development. This project as far as water and waste water is concerned is not
consistent with LU-10.4. See my comments also in regards to utilities and services copied here.

Cc-9

cont'd
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Water (41) lists that “a new six-inch fire connection would be constructed to the east of the existing
connection. A total of three fire hydrants with valve lines are proposed for fire suppression on the site.”
Earlier city documents indicated that of all the areas in Fort Bragg the neighborhood surrounding the
hospital had issues with water pressure. This area is also the area that has grown very much with the
69-unit Danco Buildings, the new apartment complexes and townhouses along Cypress Street, the new
Crisis Respite Center on 517 Cypress Street along with the new Parents and Friends housing unit on
Cypress Street, and the low income senior housing on Cypress Street. How is that possible with the low
water pressure?

Wastewater (41) How can Utilities and Service Systems ¢ be mitigated? What is the wastewater plant’s
average dry and wet weather flow capacity? At what capacity is the plant operating? Are there plans for
expansion for the wastewater plant and infrastructure? 1
(198) Neither PF-1.1: All new development proposals shall be reviewed and conditioned to ensure that cont'd
adequate public services and infrastructure can be provided to the development without substantially
reducing the services provided to existing residents and businesses, nor PF-1.2: Ensure Adequate
Services and Infrastructure for New Development. No permit for development shall be approved unless
it can be demonstrated that such development will be served upon completion with adequate services,
including but not limited to potable water; wastewater collection, treatment and disposal; storm
drainage; fire and emergency medical response; police protection; transportation; schools; and solid
waste collection and disposal; as applicable to the proposed development are consistent with this
Project.

See also my comments under Utilities and Services about Stormwater Drainage (41) This comment is
very vague: “For example, bioretention facilities would be sized to capture and treat runoff from the
proposed impervious surfaces produced by the 24-hour, 85th percentile rain event.” Are bioretention
facilities planned? How could Utilities and Service Systems be mitigated? What capacity would the
stormwater drainage system be operating at? We all know that along with the droughts we can have
“atmospheric rivers” flood areas and considering that this property is next to a Special Review and
Runoff Area leading to the Noyo River is concerning.

Other Utilities and Services (41) C&S Waste Solutions would provide solid waste collection services.
How could Utilities and Service Systems d be mitigated? I am concerned with the enormous amount of
waste created by GO as everything is packaged. I am concerned both about their waste and also the
waste that shoppers leave behind or take home and then dispose off and create more waste than they
did in the past. Fort Bragg has a huge problem with waste. The new transfer station north of town is not
built yet. They will not accept buy back, nor hazardous waste. The Caspar transfer station on 409, nor
the Albion transfer station are offering these services. What is the capacity of the Ukiah landfill? Are
there requirements for diversion of construction and demolition waste? We are told that the building is
moldy. What proof do we have? We are told it might have asbestos. Would that not have been checked
out before it became a Social Services Building? How many trips would it take to deliver the asbestos C-12
to a Superfund site? How much asbestos is there? It seems before this project gets approved the mold
and asbestos issue needs to be checked out.

Both Stormwater Drainage and Waste are not consistent with PF-1.1 & PF-1.2. This project will also
create a bigger need for emergency medical response and police protection do to the fact that alcohol
and tobacco will be sold. Many homeless people will be frequenting the GO on their way to the
beach/ocean. This is not consistent.
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See my comments about OS-5.2 under Biological Resources. Also 05-5.3 would require site planning
and construction to maintain adequate open space to permit effective wildlife corridors for animal
movement between open spaces would not be consistent as the fences, parking lot, streets, traffic from
cars & trucks would not be attractive for wildlife, and basically no corridors would be available to
them. This is not consistent.

The Goal for Runoff Reduction (206). In Developments of Special Water Quality Concern, the post
development peak stormwater runoff discharge rate shall not exceed the estimated predevelopment rate
for developments where an increased discharge rate will result in increased potential for downstream
erosion or other adverse habitat impacts.

This is not consistent as the property is located next to a special review and runoff sensitive area and
the Project does not consider that with drought we can also have atmospheric rivers.

C-2.6: Traffic Studies for High Trip Generating Uses: Traffic studies shall be required for all major
development proposals, including but not limited to, drive-through facilities, fast food outlets,
convenience markets, major tourist accommodations, shopping centers, commercial development,
residential subdivisions, and other generators of high traffic volumes that would affect a Level of
Service. Traffic studies shall identify, at a minimum: (b} other known and foreseeable projects and their
effects on the street system.

Many of the projects are known by the community as well as future foreseeable projects, but are not
addressed in this DEIR. I have listed them preciously under other topics.

CD-2.2 Large Commercial Development: Ensure that large commercial development, such as shopping
centers, big box retail, and mixed use development, fits harmoniously with the scale and design of
existing buildings and streetscape of the City. In my mind there is nothing harmonious about this
cookie cutter ugly development.

CD-2.5 Scenic Views and Resource Areas: Ensure that development does not adversely impact scenic
views and resources as seen from a road and other public rights-of-way. As both signs would be visible
it would have a negative affect as far as scenic view is concerned, and also compared with the beauty of
this area, a big attraction to many eco-tourists it would impact the scenic view.

CD-5.1 Parking Location: Wherever feasible, locate parking facilities to the rear of the development so
that the building facade is contiguous with the street frontage, and parking areas are hidden from the
street. Unfortunately the current design does not hide the ugly parking lot. With 3 parcels a way could
have been found to hide the parking lot especially as this GO is placed along N. Harbor Drive, the
access to the heart of Fort Bragg. Other than the coastal trail this is the only major attraction in Fort
Bragg enjoyed by locals and visitors alike.

SF-6.1 Demand for Police Services: Review development proposals for their demand for police
services and implement measures to maintain adequate police services. Police services are hard to
come by in this town with many homeless, drug addicted people who often suffer from mental health
issues and offering “cheap food”, alcohol and tobacco only exasperate the situation. Countywide we are
lacking enough police services.

As far as noise is concerned I pity those who own property next to the GO. They already have to put up
with the sirens from ambulances, but in addition now have the noise from cars & trucks in relation to
the GO.

C-13

C-14

C-15

Final Environmental Impact Report - Best Development Grocery Outlet 2.0-13



2.0 COMMENTS ON DRAFT EIR AND RESPONSES

Issues in regards to transportation and circulation I already addressed above. Please see comments
received by City Council meeting Oct. 11, 2022 by Mary Rose Kaczorowsky about GO about traffic
and safety. I concur with her comments. I also concur with comments made

by Mikael Blaidsdell (neighbor) on this occasion about transportation and circulation issues.

CIRCULATION, TRANSPORTATION, AND PARKING (40)

Confusing/contradictory information: “Parking area with 53 parking spaces would be constructed on
the south side of the Grocery Outlet building including two RV spaces on the western side of the lot
and one motorcycle parking space. Four electric vehicle parking stalls will be provided with the C-15
required wiring for charging facilities to be installed in the future. Additionally, six clean air vehicle cont'd
priority parking spots will be provided. Further, an internal system of walkways and crosswalks would
be provided, as well as two bicycle parking racks.”

The total # of parking spaces listed in the NOP submitted to the State Clearinghouse lists a 47-space
parking lot.

As far as [ can tell the drawings for the Praject did not include places where shopping cats could be
kept.

The fact that there are two entries to the store and the traffic would endanger people walking to and
from the store has not been solved even though the Planning Commission insisted on that.

This environmental consultant gave a lowball cost estimate to prepare this DEIR and had already been
working with the developer. The outcome is as bad as the outcome with the previous attempt to bring a
GO to Fort Bragg. My fears of a superficial analysis also addressed to the city council on 3-13-2022
when the scope of work for the RSP for the EIR was only addressed in a consent calendar item and the
city council members refused to talk about it even though they were asked by more than 1 person to
allow input carried over to the current feeling I have now after having read the 916 pages. You used
mostly old studies. I am very disappointed. You mentioned that you needed to address the Mandatory c-16
Findings of Significance, but omitted them. The areas Hazards and Hazardous Materials should have
been addresses as you received a letter by DTSC. Hydrology & Water Qualities also should have been
addresses as all these have affects that are very significant.

T will send my comments to the Planning Commission and City Council to Heather to forward to you,
but it will be after the deadline.

Sincerely, Annemaire Weibel
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Response to Letter C: Annemarie Weibel

Response C-1:

Response C-2:

The commenter provides introductory comments regarding their review of the Draft EIR.
The commenter also states that the Draft EIR states that the proposed Project is
appealable to the California Coastal Commission because it is within 300 feet of what is
considered a coastal bluff. The commenter concludes by stating that the Notice of
Preparation (NOP) indicates that the proposed Project cannot be appealed to the
California Coastal Commission.

Please see Responses C-2 through C-15 regarding the specific listed concerns.

The information in the Draft EIR is technically accurate. The City acknowledges the
commenter’s interest in appealing the proposed Project.

The commenter makes statements regarding water supplies for other projects in the City.
The commenter questions: “What is the capacity of the water system serving the GO?
What is the water serving program for this site? How can Utilities and Service Systems be
mitigated?” The commenter also makes statements regarding water pressure. The
commenter then asks how the proposed water connections and water valve lines are
possible with low water pressure.

The commenter poses the following questions regarding wastewater and stormwater
drainage: “How can Utilities and Service Systems be mitigated? What is the wastewater
plant’s average dry and wet weather flow capacity? At what capacity is the plant
operating? Are there plans for expansion for the wastewater plant and infrastructure?
Are bioretention facilities planned? [...] How could Utilities and Service Systems be
mitigated? What capacity would the stormwater drainage system be operating at?”

Further, the comment expresses concern regarding the amount of solid waste created by
the proposed Project, and poses the following questions: “What is the capacity of the
Ukiah landfill? Are there requirements for diversion of construction and demolition
waste? We are told that the building is moldy. What proof do we have? We are told it
might have asbestos. Would that not have been checked out before it became a Social
Services Building? How many trips would it take to deliver the asbestos to a Superfund
site? How much asbestos is there?”

Impacts associated with water, stormwater drainage, wastewater, and solid waste are
discussed in Section 3.8, Utilities and Services Systems, of the Draft EIR. As discussed in
Impact 3.8-5 on pages 3.8-16 and 3.8-17, the City supplies treated potable water at a rate
of approximately 78 gallons/1,000 square-feet (SF) of commercial space. The proposed
Project is estimated to demand 1,288 gallons per day utilizing this average rate. The rates
identified in the 1986 Water System Study and Master Plan were slightly higher, showing
a rate of 1,656 gallons per day/gross acre of commercial. Utilizing this higher rate, the
proposed Project could demand 2,699 gallons per day. However, this water demand is
likely an overestimation as the proposed Project would not have onsite food preparation

Final Environmental Impact Report - Best Development Grocery Outlet 2.0-15



2.0

COMMENTS ON DRAFT EIR AND RESPONSES

or processing as all food arrives pre-packaged. For these reasons, this is considered a
conservative estimate. The City has adequate capacity in their appropriations, storage,
and treatment ability to serve the additional demand under either water demand rate.

Water supply analyses within the Municipal Service Review and Sphere of Influence
Update indicate that the City has sufficient water supply to serve the projected buildout
of the City of Fort Bragg as currently zoned within the existing City Limits through 2040.
An amendment to the existing zoning or General Plan land use designation is not
proposed for the Project and therefore is consistent with the water supply analysis of the
City of Fort Bragg Municipal Service Review.

Water bills from comparable Grocery Outlet stores in Northern California were also
reviewed to estimate the proposed Project water demand. The average Grocery Outlet
Store uses 300 to 450 gallons of water per day (109,500 to 164,250 gallons per year) in
both domestic water for the store and irrigation water for the landscaping. The Grocery
Outlet store average use is considerably lower than was estimated using the average
commercial space rate.

Appendix D of this Final EIR includes the water utility bills for the Willits Grocery Outlet
location. The meter reading dates included in the appendix are January 18, 2022 to
September 19, 2022. The appendix also includes a table on page 17 which shows the
average water usage in gallons per day. As shown, the average water usage for the Willits
Grocery Outlet from January 18, 2022 to September 19, 2022 was 357.50 gallons per day.

Overall, impacts related to water supply as a result of the proposed Project would be less
than significant; as such, mitigation is not required.

As discussed in Impact 3.8-2 on pages 3.8-7 and 3.8-8, the Wastewater Treatment Plant
(WWTP) has a facility design flow capacity of 1.0 million gallons per day (mgd) (average
dry weather treatment capacity), 4.9 mgd (peak daily wet weather treatment capacity),
2.2 mgd (average monthly wet weather treatment capacity). In 2016, the District’s
average daily flow volume was 0.842 mgd. The approximately 0.001 mgd of wastewater
generated by the proposed Project accounts for 0.12 percent of the total WWTP capacity.

As discussed in Impact 3.8-6 on pages 3.8-24 and 3.8-25 of the Draft EIR, installation of
the proposed Project’s storm drainage system will be subject to current City of Fort Bragg
Design Specifications and Standards. The proposed storm drainage collection and
detention system will be subject to the SWRCB and City of Fort Bragg regulations,
including: Fort Bragg Storm Drain Master Plan, 2004; Phase I|I, NPDES Permit
Requirements; NPDES-MS4 Permit Requirements; and LID Guidelines.

The proposed stormwater infrastructure is discussed in Chapter 2.0, Project Description
of the Draft EIR. As discussed, on-site drainage will be managed utilizing post-construction
Low Impact Development (LID) site design measures and Best Management Practices
(BMPs). For example, bioretention facilities would be sized to capture and treat runoff
from the proposed impervious surfaces produced by the 24-hour, 85" percentile rain
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event. Additionally, landscaped areas would be provided throughout the site to
encourage natural stormwater infiltration. Perimeter improvements, such as sidewalk
curbs, gutters, pervious pavement, and landscaping would be required to convey flows
from the Project site to the existing Caltrans stormwater drainage system located west of
the Site on State Highway 1, which does not currently exist in the vicinity of the site. The
proposed preliminary grading and drainage plan is shown in Figure 2.0-8. The proposed
storm water management plan is shown in Figure 2.0-9. As shown in the figures, two
retention areas would be located along the western site boundary.

As discussed in Impact 3.8-7 on pages 3.8-28 and 3.8-29, Redwood Waste Solutions would
provide solid waste collection services to the Project site, where solid waste would be
collected from a trash bin enclosure to be installed in the western portion of the Project
site. Solid waste is taken to the Potrero Hills Landfill. The addition of the volume of solid
waste associated with the proposed Project is estimated to be 50.4 pounds per day using
a Supermarket rate from CalRecycle of 3.12lbs/1,000sf/day (Table 3.8-6). As discussed in
Section 3.8 of the Draft EIR, the additional solid waste would not cause an exceedance of
the Potrero Hills Landfill's maximum permitted throughput of 4,330 tons per day. The
Potrero Hills Landfill has a remaining capacity of 13,872,000 cubic yards. Solid waste
would not be disposed of at the Ukiah Landfill.

With respect to asbestos, the Mendocino County Air Quality Management District
regulates asbestos under two different programs. The Federal Clean Air Act National
Emissions Standards for Hazardous Air Pollutants (NESHAP) contains requirements for
Renovation and Demolition of existing structures (including notification forms). The
California Air Resources Board Air Toxic Control Measures for Naturally Occurring
Asbestos regulations tend to effect new construction and grading activities. Further,
during any disturbance of asbestos-containing material (ACM) on the Project site, the CAL
OSHA worker health and safety regulations would apply regardless of friability or quantity
disturbed. If there is greater than 100 square feet of ACM which will be affected by the
demolition, a California Licensed Contractor who is registered with CAL OSHA for asbestos
would be hired. The regulations regarding asbestos are found in Title 8 CCR Section 1529,
and also include formal notification requirements to CAL OSHA at least 24 hours prior to
removal. Removal would be conducted with the material(s) kept in a wetted state in order
to contain dust and hazardous emissions.

Air toxics regulations under the Clean Air Act specify work practices for asbestos to be
followed during demolitions and renovations of all facilities, including, but not limited to,
structures, installations, and buildings (excluding residential buildings that have four or
fewer dwelling units). The regulations require a thorough inspection where the
demolition or renovation operation will occur. The regulations require the owner or the
operator of the renovation or demolition operation to notify the District before any
demolition, or before any renovations of buildings.

The rule requires work practice standards that control asbestos emissions. Work practices
often involve removing all asbestos-containing materials, adequately wetting all
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regulated asbestos-containing materials, sealing the material in leak tight containers and
disposing of the asbestos-containing waste material as expediently as practicable, as the
regulation explains in greater detail. These work practice standards are designed to
minimize the release of asbestos fibers during building demolition or renovation, waste
packaging, transportation and disposal.

Response C-3: The commenter states that views of the harbor, Noyo River, and ocean from the Project

site are visible, and reproduced City General Plan Policy CD-1.4, Policy CD-2.2, and
Chapter 17.38 of the City’s Municipal Code. The commenter concludes by stating that,
“Consistent with Appendix G of the CEQA Guidelines, the proposed Project will have a
significant impact on aesthetics if it will have a substantial adverse effect on a scenic vista.
In my mind it does.”

Impacts associated with aesthetics are discussed in Section 3.1, Aesthetics and Visual
Resources, of the Draft EIR. Specifically, impacts associated with scenic vistas are
discussed in Impact 3.1-1 on pages 3.1-6 through 3.1-9. As discussed, the proposed
Project would not have a substantial adverse effect on a scenic vista. Per Map CD-1 of the
City’s Community Design Element of the Coastal General Plan, the proposed Project is not
located in an area designated as having “potential scenic views toward the ocean or the
Noyo River”. The Project site is not located “along the ocean” or within a “scenic coastal
area” within the meaning of Coastal General Plan Policy CD 1.1, which provides that
“[p]lermitted development shall be designed and sited to protect views to and along the
ocean and scenic coastal areas, to minimize the alteration of natural landforms, to be
visually compatible with the character of surrounding areas, and, where feasible, to
restore and enhance scenic views in visually degraded areas.” Rather, the Project site is
located on the landward side of State Highway 1, and there is intervening visually
obtrusive commercial development between the site and State Highway 1.

Response C-4: The commenter quotes information from the Project Description of the Draft EIR

regarding building architecture and signage. The commenter then states that they don’t
think the architecture or illuminated sign are aesthetically pleasing, and believes the
illuminated sign could be seen from a potentially scenic highway.

Impacts associated with aesthetics are discussed in Section 3.1, Aesthetics and Visual
Resources. As discussed, neither of the two highways near the Project site, State Highway
1 and State Highway 20, are state scenic highways. Per Caltrans Scenic Highway System
Lists, State Highway 1 and State Highway 20 are eligible state scenic highways, although
they have not been designated as scenic (Caltrans, 2019).

While the majority of the comment does not address the adequacy of the Draft EIR, or
compliance with CEQA, this comment is noted and will be forwarded to the decision
makers for their consideration of topics beyond the adequacy of the Draft EIR.

Response C-5: The commenter provides comments regarding diesel particulate matter and diesel fuel

supply.

2.0-18

Final Environmental Impact Report - Best Development Grocery Outlet



COMMENTS ON DRAFT EIR AND RESPONSES 2.0

Response C-6:

While the comment does not address the adequacy of the Draft EIR, or compliance with
CEQA, this comment is noted and will be forwarded to the decision makers for their
consideration of topics beyond the adequacy of the Draft EIR.

The commenter states that habitat evaluations should have been done at various times
throughout the year and not only on March 29, 2022 and April 20, 2022, and expresses
support for Leslie Kashiwada’s statements. The commenter states that the past studies
by De Novo do not thoroughly evaluate wetlands, bats, and protection of the trees.
Additionally, the commenter states that “it is concerning that there is no promise made
to save these established trees that provide habitat for potentially threatened and
endangered animals, and could provide a landing spot for migratory birds.” The
commenter quotes General Plan policies 05-14.3, CD-1.11, 0S-5.1, and 0S-5.2.

The site was surveyed multiple times throughout spring and fall as part of the recent and
previous biological resources and wetland surveys. As discussed in Section 3.3, Biological
Resources, field surveys were completed by De Novo Planning Group Principal Biologist
Steve McMurtry on March 29, 2022 and April 20, 2022. Additionally, as part of the
Biological Review completed for the proposed Project (Wildland Resource Managers,
August 2019), the Project site was visited by Wildland Resource Managers staff on August
9, 2019. Further, a Wetland Report (Wildland Resource Managers, March 2021) was
completed for the Project site because the on-site soil is mapped as hydric. As part of the
Wetland Report, the Project site was visited on the afternoon of March 15, 2021 by
Wildland Resource Managers’ principal biologist for the purpose of determining if
wetlands, of any type, are present at the site.

As discussed on page 3.3-6 of Section 3.3, Biological Resources, of the Draft EIR, sightings
and other evidence of wildlife at the Project site was very limited. Gopher mounds were
evident in the southern parcel, and two crows were seen perched on the abandoned
building and then flew south off-site within a minute after the surveyor's arrival. No other
wildlife was seen during the surveys. There were no scat, guano, nests, burrows,
whitewash, or trails of any kind found on the site. No sensitive species were detected on
the site during the field visits.

With respect to wetlands, see Impact 3.3-4 in Section 3.3. As discussed, there are no
visible streams, wet swales, wetland, or other aquatic feature on the Project site. The
NRCS Web Soil Survey (2022) maps the Project site as “Urban Land.” It was found that
there are three minor soil components (3%) with a hydric soil rating that can occur within
this map unit. Given that there was a potential for soil inclusions of the minor components
with a hydric rating, six soil test pits were dug and soils were tested for hydric
characteristics by De Novo Planning Group in 2022. The soil test included the use of an
Alpha-alpha-Dipyridyl solution to confirm the presence of ferrous (Fe++) iron in soils.
Ferrous iron is an indicator of reducing conditions and the possibility of aquic conditions.
Ferrous was not present in the soils tested in the six test pits, and there was no other soil
characteristics that would suggest that there are aquic conditions present on the Project
site. All six test pits had sandy loam. It is also noted that the Fort Bragg Wetland Report
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(Wildland Resource Managers, March 2021) provides the same conclusions that there are
no aquatic resources present on the Project site. That study included four test pits. As
such, ten total soil test pits were completed (six by De Novo Planning Group in 2022, and
four by Wildland Resource Managers in 2021).

Additionally, an inventory of plant species present was made to determine if there was a
prevalence of hydrophytes. All plants identified were upland, facultative upland, or
facultative plants. These are not classified as hydrophytes according to the National
Wetland Plant List. The hydrology of the Project site is such that storm water that falls on
the site either seeps into the soil or sheet flows to roadside culverts and subsequent storm
drains. Though the mapped soil type can have minor components with a hydric soil rating,
there is no evidence of hydric soils based on specific soil testing. Additionally, there are
no Obligate Wetland, or Facultative Wetland plants on the Project site.

With respect to bats, see Impact 3.3-3 in Section 3.3. As discussed, there is a possibility
that bats can be present in abandoned building as several members of the species are
known to use similar structures for roosting. The surveys performed by De Novo Planning
Group on March 29th and April 20th were a daytime habitat assessment to determine if
the Project site, including the building to be removed and any vegetation present, has a
potential to provide bat roosting habitat, and to determine if bats are present. All
buildings and trees with a potential to provide significant bat roosting habitat were
inspected with binoculars, a spotlight, a "peeper" mirror, and a borescope to look for
indications of use such as guano, staining, bat smells or sounds, or visual confirmation of
active occupancy. No evidence of bat roosting on the Project site was present.

Regardless of the absence of bats, or evidence of bats, on the Project site during the
survey, there remains a possibility that bats could establish a roost in the abandoned
building in the future. Mitigation Measure 3.3-2 would require a preconstruction bat
survey. The measure also includes measures to follow should special-status bat maternity
roosts or a non-maternal roost are located on-site.

With respect to tree removal, as stated in the Draft EIR (including but not limited to
Section 3.3, Biological Resources), four ornamental trees are currently located in the
northwestern portion of the Project site, and additional ornamental trees are located
along the South Street frontage. It is possible that the existing trees could be preserved
as part of the proposed landscaping plan; however, it is also possible that tree removal in
some capacity would be required. Removal of trees may also be necessary in order to
have a viable Project design. The proposed landscaping materials have been selected for
the local climate. Proposed landscaping includes trees and vegetation along the property
boundaries within the proposed parking lot and bioretention basins located along the
northwest and southwest boundaries. Trees would be planted along the north, south, and
east boundaries, with a few along the west boundary, as well as one tree within each of
the parking lot landscaping islands.
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Response C-7:

Response C-8:

The Project is consistent with the General Plan policies listed in the comment. See Table
3.5-1in Section 3.5, Land Use, of the Draft EIR.

The commenter states that there is much wildlife in the area and they saw a blue heron
on the property. The commenter states that, “By putting a concrete parking lot and the
GO on that property the seven special-status invertebrates, the five special-status
amphibians, one special-status reptile, four special-status mammals, eight special-status
birds, as well as the 55 special-status plants that are documented within the six-
guadrangle area according to the CNDDB that could potentially be found on that site
might not be seen any more on the Project site.”

The majority of the special-status species documented within the six-quadrangle search
area radius (an approximately 10-mile radius) of the Project site do not have the potential
to be found on-site. The potential to be found on-site depends a range of factors,
including but not limited to the: species range and population, results of the recent and
past site surveys, the site conditions (presence of various soil types, presence of trees,
presence of host plant species, etc.), and surrounding uses.

As discussed in Impact 3.3-2 in Section 3.3, Biological Resources, of the Draft EIR,
according to the CDFW California Wildlife Habitat Relationships System, the habitat for
great blue herons is shallow estuaries and fresh and saline emergent wetlands, as well as
perches and roosts in secluded tall trees and offshore kelp beds. This species usually nests
in colonies in tops of secluded large snags or live trees. Nearly 75 percent of their diet is
fish. Although less common, the species can be found in croplands and pastures.
Additionally, herons have been observed eating gophers and other rodents on lawns and
other open spaces; however, this does not qualify these spaces as an aquatic resource, or
specifically blue heron habitat, rather, this is a highly mobile bird that can thrive in upland
and wetland in the presence of food resources. As stated on page 3.3-27 of Section 3.3 of
the Draft EIR, Mitigation Measure 3.3-1 requires preconstruction surveys for active nests
of special-status birds (including great blue heron).

The commenter quotes Policy 0S-15.2 of the General Plan and states that there is no way
possible that the mitigations set in place would protect these plants and animals and
therefore has a significant effect on the environment.

A consistency analysis with various General Plan policies is included in Table 3.5-1 in
Section 3.5, Land Use, of the Draft EIR. As discussed on page 3.5-20 of Section 3.5 of the
Draft EIR, the proposed Project is consistent with Policy 0S-15.2 of the General Plan. The
southern portion of the site is vacant with a dirt driveway, but does not qualify as one of
the types of open space addressed by this policy. It does not qualify as a view corridor or
a coastal area, and no watercourses are located on-site. Although limited habitat
potential is found in the southern portion of the site, the mitigation measures included in
this section would ensure that impacts to special-status bird and bat species would be
less than significant.
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Response C-9: The commenter expresses agreeance with Mary Rose Kaczorowsky’s comments made at

the October 11, 2022 City Council meeting, and cites the thresholds of significance for
energy. The commenter then reproduces Goal 3 of the City’s General Plan, and states that
this goal cannot be met as the intersection of North Harbor Drive and Highway 1/Noyo
Bridge will not be safe, and pedestrians who live in the neighborhood need more
sidewalks than proposed to be safe. The commenter concludes by reproducing Goals 5
and 7, and states that the Draft EIR does not explain that Cypress Street and South Street
are also the streets used most often by public service vehicles.

The proposed Project would provide traffic improvements within the bounds of the site
which the applicant has control over. Currently, the site is accessed on the north end via
a paved entrance to South Street. There is an existing dirt driveway that runs across the
southern parcel from S. Franklin Street to N. Harbor Drive. The proposed Project includes
the construction of a new, 30-foot-wide entrance on N. Harbor Drive and a 35-foot
entrance on S. Franklin Street. The existing driveway on the north end of the site would
be removed as part of the proposed Project. Additionally, the proposed Project will
include an internal system of walkways and crosswalks to provide pedestrian connectivity
between the parking lot, building, and sidewalk. The pedestrian improvements would be
Americans with Disabilities Act (ADA)-compliant. A sidewalk would be constructed along
the South Street, S. Franklin Street, and N. Harbor Drive frontages, as required by City
standards and to provide pedestrian access around the Site. Where required, existing
sidewalks would be upgraded to meet City standards.

As part of the proposed Project, a parking area with 53 parking spaces would be
constructed on the south side of the Grocery Outlet building including two RV spaces on
the western side of the lot and one motorcycle parking space. Four electric vehicle parking
stalls will be provided with the required wiring for charging facilities to be installed in the
future. Additionally, six clean air vehicle priority parking spots will be provided. Further,
an internal system of walkways and crosswalks would be provided, as well as two bicycle
parking racks.

As discussed in Impact 3.7-1 of Section 3.7, Transportation and Circulation, of the Draft
EIR, some Grocery Outlet Store employees or customers will elect to walk to and from the
site, as there is residential and commercial development near the site. However, sidewalk
exists on the streets adjoining the site, and with frontage improvements installed by
Grocery Outlet Store, sidewalks will generally provide a complete path of travel to and
from the site. There are two locations where gaps in the pedestrian system may remain,
including:

¢ The south side of South Street from Franklin Street easterly to Myrtle Street (150
feet)

e The north side of North Harbor Drive between Franklin Street and Myrtle Street
(100 feet)
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Response C-10:

The gaps exist at locations where it appears that residences were constructed prior to the
City of Fort Bragg requiring frontage improvements. Privately maintained landscaping
exists near the road. The availability of right of way to construct improvements is
unknown.

With respect to emergency vehicles, based on assumptions made for other traffic studies,
the City assumed that 50% of the trips specifically made to visit the Grocery Outlet Store
(i.e., primary trips) will have origins / destination south of the Noyo River and use SR 1
and SR 20 to reach the site. The balance will be oriented to the north and to areas of the
community east of Franklin Street. Table 3.7-6 in Section 3.7 summarizes the assumed
distribution of new trips. Implementation of the proposed Project would not create
roadway and transportation facilities that impede access for emergency response
vehicles. All existing roadways and intersections, and internal transportation network is
designed to maintain levels of accessibility for police and fire response times, which
ensures vehicles have the necessary access when responding to an emergency.

The commenter provides comments regarding urban decay and blight in the City of Fort
Bragg. The commenter states that the proposed Project most likely will provoke a chain
reaction of store closures and long-term vacancies, ultimately destroying existing
neighborhoods and leaving decaying shells in their wake. The commenter also cites the
number of employees the proposed Project would generate, discusses the types of jobs
the proposed Project would provide, and questions where the housing for the employees
is. The commenter concludes by reproducing General Plan Policies 4.1 and 4.4 and states
the proposed Project is not consistent and will be growth inducing.

As discussed on page 4.0-17 of the Draft EIR, the proposed Project would not induce
substantial unplanned population growth in the area, as the proposed Project entails the
construction and operation of a comparatively small retail store and only up to a total of
15 to 25 employees are anticipated under operation of the proposed Project. While some
employees may relocate to the Fort Bragg area to work at the proposed retail store, most,
if not all, of the employees would be anticipated to commute from their current
residences within the City of Fort Bragg and surrounding communities. In addition,
customers who would shop at the proposed retail store would largely be those who reside
in Fort Bragg and surrounding communities. The proposed Project would be constructed
over an approximately 6-month period until the entire Project is completed. Because
construction of the proposed Project would be temporary in nature, it is anticipated that
most, if not all, of the construction workers, would be local, although some workers may
temporarily relocate to the area for the duration of the construction period. Although
there may be a minimal increase in employees and population in the area as a result of
the proposed Project, changes would be limited, and no significant infrastructure
improvements would be required to serve the proposed Project.

The Project site has been identified in the City of Fort Bragg’ General Plan for future
Highway Visitor Commercial uses. Infrastructure needed to support development of the
Project area, and the subsequent employment increases, have already been planned and
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evaluated. Additionally, all lands within the General Plan jurisdiction have been planned
to accommodate growth within the City have been evaluated in the General Plan FEIR.
While the proposed Project will result in employment growth, it is not anticipated to
significantly induce growth beyond the levels analyzed in the City’s General Plan.

With respect to urban decay, see Section 3.5, Land Use, of the Draft EIR which provides
an analysis of the potential for the proposed Project to result in urban decay. As discussed,
under CEQA, an EIR should only consider direct and indirect physical effects of projects.
Section 15064(d) of the CEQA Guidelines states that, “In evaluating the significance of the
environmental effect of a project, the Lead Agency shall consider direct physical changes
in the environment which is caused by and immediately related to the project.” Section
15064(d)(3) further states that, “An indirect physical impact is to be considered only if
that change is a reasonably foreseeable impact which may be caused by the project. A
change which is speculative or unlikely to occur is not reasonably foreseeable.” In
addition, CEQA requires that a determination that a project may have a significant
environmental effect must be based on substantial evidence (CEQA Guidelines
§15064(f)).

On the secondary socioeconomic effects of projects, Section 15131(a) of the CEQA
Guidelines indicates that, “Economic and social effects of a project shall not be treated as
significant effects on the environment. An EIR may trace a chain of cause and effect from
a proposed decision on a project through anticipated economic or social changes resulting
from the project to physical changes caused in turn by the economic or social changes.
The intermediate economic or social changes need not be analyzed in any detail greater
than necessary to trace the chain of cause and effect. The focus of the analysis shall be
on the physical changes.” In other words, economic and social changes are not, in
themselves, considered under CEQA to be significant effects on the environment.

Since only physical effects are to be considered under CEQA, economic and social changes
resulting from a project may be considered if they in turn produce changes in the physical
environment. To fully satisfy the requirements of an EIR, an economic analysis must start
with the economic impacts. The analysis would then follow the causal chain to assess the
likelihood of new retail space causing long-term vacancies in existing retail space and
ultimately leading to urban decay and physical deterioration of existing retail centers and
nodes.

In recent years, the California Courts have identified the term “urban decay” as the
physical manifestation of a project’s potential socioeconomic impacts and have
specifically identified the need to address the potential for urban decay in environmental
documents for large retail projects, or mixed-use projects with a notable retail
component. The leading case is Bakersfield Citizens for Local Control v. City of Bakersfield
(2004) 124 Cal.App.4th 1184, in which the court set aside two environmental impact
reports for two proposed Wal-Mart projects that would have been located less than five
miles from each other. This was the first court decision to use the term “urban decay,” as
opposed to the term “blight.” The court quoted “experts [who] are now warning about
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land use decisions that cause a chain reaction of store closures and long-term vacancies,
ultimately destroying existing neighborhoods and leaving decaying shells in their wake.”
(Id. at p. 1204.) The court also discussed prior case law that addressed the potential for
large retail projects to cause “physical deterioration of [a] downtown area” or “a general
deterioration of [a] downtown area.” (Id. at pp. 1206, 1207). The Bakersfield court also
described the circumstances in which the duty to address urban decay issues arise.

Accordingly, there are two pertinent questions to be asked with regard to the effects of
the proposed Project in terms of this economic impact and urban decay analysis: 1) would
the proposed new retail uses result in sales losses that are sufficiently large at existing
retail establishments to force some to close; and 2) would the affected closed stores stay
idle long enough to create physical changes that could be defined as urban decay?

While the measurement of urban decay is not strictly defined under CEQA, this analysis
assumes that the term describes significant deterioration of existing structures and/or
their surroundings. This is based upon the premise that such deterioration occurs when
property owners reduce property maintenance activities below that required to keep
such properties in good condition. It assumes that property owners make rational
economic decisions about maintaining their property and are likely to make reductions in
maintenance activities only under conditions where they see little likelihood of future
positive returns from such expenditures. Where vacancy rates are low or growth rates
are high, property owners are likely to see the prospect of keeping properties leased-up
at favorable rents. Where vacancy rates are high and persistent, and growth rates are
low, property owners are more likely to have a pessimistic view of the future and be prone
to reducing property maintenance as a way to reduce costs.

However, whether or not conditions in between those discussed above (i.e., moderate
vacancy levels that persist for a few years) are likely to lead to “urban decay” depends on
many factors including the growth prospects of the market area, the future state of the
national and local economy, financial strength of existing tenants and landlords, and the
profitability and viability of existing commercial centers.

Impact 3.5-2 in Section 3.5, Land Use, of the Draft EIR was revised to incorporate the
analysis and findings of the Urban Decay Study (ALH Urban & Regional Economics, 2023)
completed for the proposed Project. See Appendix J of the Draft EIR for the complete
Study, and Chapter 3.0, Revisions, of this Final EIR for the additional urban decay
discussion.

As discussed in Impact 3.5-2, as of 2021, the area is characterized by retail sales leakage
in all major retail categories except food and beverage stores, building materials and
garden equipment, and gasoline stations. The attraction in food and beverage stores
comprise 60% of all food and beverage sales, where the retail leakage in all other
categories range from -12% to -78% of sales. The high leakage amounts generally indicate
that the primary market area is under-retailed relative to the demand generated by its
population base.
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There are a select number of stores in Fort Bragg, nearby Mendocino, and the general
primary market area environs that might be competitive to varying degrees with the
proposed Grocery Outlet because of the availability of overlapping sales merchandise.
These stores are a subset of the following categories of stores: Grocery Stores; Natural
Food Stores; Other Stores with Substantial Food and Beverage Sales; Convenience Stores;
and Gas Station Convenience Stores. There are nine grocery facilities distributed
throughout different residential neighborhoods and commercial establishments in the
community, including: Safeway (660 South Main Street), Harvest Market (171 Boatyard
Drive), Purity Supermarket (242 North Franklin Street), Nello’s Market and Deli (860 North
Main Street), La Mexicana Market (116 S. Main Street), Down Home Foods (115 S. Franklin
Street), Colombi Market and Deli (647 E Oak Street), B&C Grocery (401 E. Oak Street) and
El Yuca (242 North Mcpherson Street).

Of all these stores, the existing stores that are anticipated to have more food and related
sales overlap with Grocery Outlet relative to other area stores include the full-service
grocery stores, of which there are four (including one in Mendocino), and the general
merchandise store Dollar Tree. The Natural Food Stores, Convenience Stores, Other
Stores with Substantial Food and Beverage Sales (excluding Dollar Tree), and Gas Station
Convenience Stores are not anticipated to experience much, if any competitive overlap.

Based on the estimated Grocery Outlet store sales by type of retail, and the volume of
sales estimated to be supported by primary market area residents, the proposed Fort
Bragg Grocery Outlet store will need to capture only 2.1% of primary market area food
and beverage sales to achieve stabilized sales consistent with national Grocery Outlet
store performance standards. This is a very small capture rate. The capture rate is higher
for non-perishable primary market area sales; however, these sales categories are
estimated to have existing retail leakage in the primary market area. Thus, no sales impact
is anticipated among stores selling non-perishable goods comparable to Grocery Outlet,
as the recapture of these sales will reduce the existing leakage, making the primary
market area’s retail base stronger.

These findings suggest that the existing primary market area food and other stores selling
goods in common with Grocery Outlet are unlikely to experience strong individual store
sales impacts resulting from the operations of the proposed Grocery Outlet Store. If sales
are diverted from any existing stores resulting from Grocery Outlet’s operation, they will
be dispersed among many of the stores, such that no one store is likely to experience
sales loss sufficient to significantly impact store sales. The full-service orientation and
unique offerings at the existing grocery stores will help insulate them from the nominal
amount of competitive food item sales anticipated at Grocery Outlet. Moreover, these
stores have established customer bases. Accordingly, they will have the ability to modify
their product mix to maximize sales in products not available at Grocery Outlet General
yet targeted to meet the needs of its loyal customers.

Grocery Outlet does not exactly duplicate the market niche or product focus of any of the
primary market area stores, although it is closest to Dollar Tree in its discount orientation,
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as well as nonperishable product offerings. However, given Grocery Outlet’s relatively low
levels of projected sales, Dollar Tree’s pronounced general merchandise orientation, and
distance from the proposed Grocery Outlet site, there is unlikely to be even a noticeable
impact on Dollar Tree following the Grocery Outlet’s opening.

There are a range of commercial retail building or retail space vacancies scattered
throughout the primary market area. Most of the vacancies are in Fort Bragg, and
especially Downtown Fort Bragg or at The Boatyard Shopping Center. The vacancies are
primarily located in small, older buildings, with many vacant for extended periods of time,
such as two or more years. Many of the identified vacancies have been vacant since prior
to the COVID-19 pandemic, or even earlier. However, many of the vacancies are not being
actively marketed. This is evidenced by the lack of signage on the properties with
commercial broker names, phone numbers, or even owner contact information. The
physical condition of the vacancies varies, with some in well-kept condition and others
appearing more rundown, or in less manicured condition, such as peeling paint in need
of refreshing. None of the vacancies, however, exhibit classic signs of urban decay, such
as graffiti, boarded up doors or windows, broken windows, or excessive trash. Moreover,
despite the presence of some long-term commercial vacancies, there are indications of
recent retail leasing activity in Fort Bragg.

Further, fieldwork conducted in March through May 2022 indicated there were no
significant signs of litter, graffiti, weeds, or rubbish associated with existing commercial
nodes and corridors in Fort Bragg, with only a few isolated instances of small amounts of
fast food-related trash near some commercial properties. It is noted that the City has
reported some issues with transient populations at the on-stie vacant building in the past.
The City of Fort Bragg Code Enforcement Department receives a limited number of
complaints pertaining to commercial properties, and most of these complaints do not
pertain to issues associated with urban decay.

The study analysis completed as part of the Urban Decay Study does not suggest any
retailers would be at risk of losing retail sales sufficient to result in store closure leading
to increased commercial vacancy as a result of Grocery Outlet’s development, and thus
there would likely be no risk for their properties to erode into conditions leading to urban
decay. Yet, if such an event were to occur, there is no indication from the market that
urban decay would result from such a store closure. Even properties that have been
closed for longer periods of time, up to four years or more, continue to be maintained in
reasonable condition and, most importantly, are not indicative of urban decay. Thus, real
estate market conditions in Fort Bragg do not appear to be conducive to urban decay.

Therefore, pursuant to the existing market conditions, projected retail supply and
demand conditions, and Grocery Outlet project orientation, the Urban Decay Study
concludes that there is no reason to consider that development of the proposed Grocery
Outlet store would cause or contribute to urban decay.

Overall, impacts related to urban decay were determined to be less than significant.
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Response C-11: The commenter cites Policy LU-10.4 of the City’s General Plan and states that the

proposed Project is not consistent with the Policy. The commenter also states that the
lack of adequate services to serve the proposed development shall be grounds for denial
of the development. The commenter then copies the comments made in Comment C-2.

See Response C-2. The proposed Project is consistent with General Plan Policy LU-10.4.
See Table 3.5-1 in Section 3.5, Land Use, of the Draft EIR. As discussed, the development
will be served with adequate water and wastewater treatment. All impacts related to
utilities and services systems, including water and wastewater treatment, would be less
than significant.

As discussed, the average Grocery Outlet Store uses 300 to 450 gallons of water per day
(109,500 to 164,250 gallons per year) in both domestic water for the store and irrigation
water for the landscaping. The Grocery Outlet store average use is considerably lower
than was estimated using the average commercial space rate. Additionally, drought
tolerant landscaping will be required. The usage for the proposed Project is expected to
be less than 25 percent of the average water usage of other grocers in the City. In part,
this is due to the operations of the market which does not include a deli, meat counter,
bakery, or food preparation. Everything arrives packaged and in addition to the
landscaping, water is used mainly for sanitation, restrooms, and other minor uses. To
provide further context, for the FY 19-20 the City produced 272,833,000 gallons of water
and sold 200,164,052 gallons. In that year, grocery stores made up less than 2 percent of
the City’s water sales. The increase in water sales in the city would be approximately 0.055
percent and a 0.04 percent increase in the usage of treated water.

Further, because this is a commercial building, the applicant will be required to show that
the facility has adequate pressure to accommodate fire suppression. However, this is not
a CEQA impact because the proposed Project will not impact the water pressure of the
existing distribution system. The fire hydrants in this location have sufficient pressure
and flows as documented in the 2013 study and re-verified in 2015, the last time the City
conducted a complete pressure system test. Nothing has changed in system pressure
since that time and there is no reason to believe that this business will create a significant
change; however, pursuant of the California Building Codes, the water pressure will be
tested to document pressures mentioned above.

With respect to the bioretention facilities, see Response C-2. Bioretention facilities are
planned as part of the proposed Project. As discussed, bioretention facilities would be
sized to capture and treat runoff from the proposed impervious surfaces produced by the
24-hour, 85th percentile rain event. The proposed storm water management plan is
shown in Figure 2.0-9. As shown in the figures, two retention areas would be located
along the western site boundary.

It is also noted that three Special Conditions (reproduced below) were developed for the
proposed Project during the City staff’s previous review and consideration of the
proposed Project. These special conditions remain applicable and will be imposed on the
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Response C-12:

proposed Project to ensure compliance with the stormwater and water quality
requirements described above, and ensure compliance with the stormwater
management requirements of the City’s Coastal General Plan. It is noted that the
proposed Project does not include permeable pavement materials.

1) Bioretention features shall be sized and designed to retain and infiltrate runoff
produced by all storms up to and including the 85th percentile (0.83” in 24-hours). A
Maintenance and Operations agreement for ongoing maintenance of the bioretention
features installed with this Project shall be submitted to the City for review and approval
and shall be recorded with the County Recorder’s office to ensure that the bioretention
features are maintained and remain effective. Recordation of the Maintenance
Agreement shall be completed prior to Certificate of Occupancy.

2) Prior to issuance of the Building Permit the applicant shall submit a Water Quality
Management Plan and/or a Storm Water Pollution Prevention Plan (SWPPP) for review
and approval by the City Engineer.

3) All work shall be done in compliance with all conditions required by the City of Fort
Bragg Grading Ordinance; Land Use Code Chapter 17.60-17.64 — Grading and Stormwater
Runoff Requirements and Procedures. If construction is to be conducted between
October and April (the rainy season) approval from the Public Works Department and
additional construction BMP’s will be required.

Additionally, about half of the Project site is currently impervious from the existing paved
surface and building. The other half of the Project site is currently pervious and would
need storm drainage control. The following mitigation measure requires the Project
applicant to install storm drainage infrastructure that meets standards and specifications
of the City of Fort Bragg. Prior to the issuance of a building or grading permit, the Project
applicant would be required to submit a drainage plan to the City of Fort Bragg for review
and approval. The plan would be an engineered storm drainage plan that calculates the
runoff volume and describes the volume reduction measures, if needed, and treatment
controls used to reach attainment consistent with the Fort Bragg Storm Drain Master Plan
and City of Fort Bragg Design Specifications and Standards

The commenter questions how could utilities and service systems be mitigated and states
concerns regarding the amount of waste that would be created by operation of the
proposed Project. The commenter questions the capacity of the Ukiah Landfill and the
requirements for diversion of waste from construction and demolition. The commenter
further asks for proof of mold in the existing building and asks how much asbestos there
is in the building. The commenter concludes by stating the following: “This project will
also create a bigger need for emergency medical response and police protection do to the
fact that alcohol and tobacco will be sold. Many homeless people will be frequenting the
GO on their way to the beach/ocean. This is not consistent.”
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See Response C-2. The waste from the proposed Project would not be taken to the Ukiah
Landfill. The California Green Building Code requires that 65% of construction and
demolition (C&D) debris be diverted from landfills on each covered Project. Before a
building permit can be issued, a Waste Management Plan must be approved that
identifies both (1) a waste hauler and (2) a C&D sorting facility. Before a project can be
finalized, a Waste Log documenting the 65% diversion requirement must be approved.
Waste Logs should be submitted prior to calling for a final inspection.

The Mendocino County Air Quality Management District regulates asbestos under two
different programs. The Federal Clean Air Act National Emissions Standards for Hazardous
Air Pollutants (NESHAP) contains requirements for Renovation and Demolition of existing
structures (including notification forms). The California Air Resources Board Air Toxic
Control Measures for Naturally Occurring Asbestos regulations tend to effect new
construction and grading activities. Further, during any disturbance of ACM on the Project
site, the CAL OSHA worker health and safety regulations would apply. These regulations
would apply regardless of friability or quantity disturbed. If there is greater than 100
square feet of ACM which will be affected by the demolition, a California Licensed
Contractor who is registered with CAL OSHA for asbestos would be hired. The regulations
regarding asbestos are found in Title 8 CCR Section 1529, and also include formal
notification requirements to CAL OSHA at least 24 hours prior to removal. Removal would
be conducted with the material(s) kept in a wetted state in order to contain dust and
hazardous emissions.

Air toxics regulations under the Clean Air Act specify work practices for asbestos to be
followed during demolitions and renovations of all facilities, including, but not limited to,
structures, installations, and buildings (excluding residential buildings that have four or
fewer dwelling units). The regulations require a thorough inspection where the
demolition or renovation operation will occur. The regulations require the owner or the
operator of the renovation or demolition operation to notify the District before any
demolition, or before any renovations of buildings.

The rule requires work practice standards that control asbestos emissions. Work practices
often involve removing all asbestos-containing materials, adequately wetting all
regulated asbestos-containing materials, sealing the material in leak tight containers and
disposing of the asbestos-containing waste material as expediently as practicable, as the
regulation explains in greater detail. These work practice standards are designed to
minimize the release of asbestos fibers during building demolition or renovation, waste
packaging, transportation and disposal.

With respect to the commenter’s claim that the Project “will also create a bigger need for
emergency medical response and police protection do to the fact that alcohol and
tobacco will be sold,” and that “many homeless people will be frequenting the GO on
their way to the beach/ocean,” while the comment does not address the adequacy of the
Draft EIR, or compliance with CEQA, this comment is noted and will be forwarded to the
decision makers for their consideration of topics beyond the Draft EIR. It is noted that the
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Response C-13:

Response C-14:

proposed Grocery Outlet store will not sell tobacco. As discussed in Section XV, Public
Services, of the Initial Study, impacts related public services, including police and fire
services and facilities, would be less than significant.

The commenter states that the proposed Project is inconsistent with General Plan Policy
0S-5.3 because the fences, parking lot, streets, traffic from cars & trucks would not be
attractive for wildlife, and basically no corridors would be available to them.

A consistency analysis with the applicable General Plan Policies is included in Table 3.5-1
in Section 3.5, Land Use, of the Draft EIR. As discussed, the site is located in a developed,
urban area, and the property is not part of any corridor through which wildlife could
move. The Project site is located immediately adjacent to commercial developments to
the north, south, and west, and approximately 500 feet north of the Noyo River. Current
businesses adjacent to the western site boundary include Super 8, Mountain Mike’s Pizza,
and a Chevron station. The Seabird Lodge is across South Street to the north of the Project
site, and the Harbor Lite Lodge is located across North Harbor Drive to the south of the
Project site. To the east of the site across S. Franklin Street are five single-family
residences, one multi-family residential building, and two vacant lots.

The Project would not be anticipated to substantially interfere with the movement of any
native resident or migratory fish or wildlife species or with established native resident or
migratory wildlife corridors or impede the use of native wildlife nursery sites. The Project
site does not contain any streams, creeks, or wetland areas, and is located within an urban
built-up environment with no existing wildlife corridors.

There are no existing wildlife nursery sites within or near the site that could be impacted
by the proposed Project. The CNDDB record search did not reveal any documented
wildlife corridors or wildlife nursery sites on or adjacent to the Project site.

The commenter states that the proposed Project is inconsistent with the Goal for Runoff
Reduction (206) because the commenter states that the property is located next to a
special review and runoff sensitive area and the proposed Project does not consider that,
with drought, we can also have atmospheric rivers.

The Goal in questions states the following: “In Developments of Special Water Quality
Concern, the post development peak stormwater runoff discharge rate shall not exceed
the estimated predevelopment rate for developments where an increased discharge rate
will result in increased potential for downstream erosion or other adverse habitat
impacts.” The proposed Project is consistent with this Goal. A consistency analysis with
the applicable General Plan Policies is included in Table 3.5-1 in Section 3.5, Land Use, of
the Draft EIR. As discussed, the Plan Set Site Plans shows that the proposed Project would
create more than 10,000 square feet of new impervious surfaces (buildings, sidewalks and
Asphalt Concrete Parking). For that reason, the proposed Project is categorized as a
Project of Special Water Quality Concern by the CLUDC. The preliminary Grading and
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Drainage plan and Stormwater Low Impact Development (LID) Area plan (Attachment 2)
included in the packet has been reviewed by the City’s Public Works Department.

As discussed in Response C-11, three Special Conditions (reproduced below) were
developed for the proposed Project during the City staff's previous review and
consideration of the proposed Project. These special conditions remain applicable and
will be imposed on the proposed Project to ensure compliance with the stormwater and
water quality requirements described above, and ensure compliance with the stormwater
management requirements of the City’s Coastal General Plan. It is noted that the
proposed Project does not include permeable pavement materials.

1) Bioretention features shall be sized and designed to retain and infiltrate runoff
produced by all storms up to and including the 85th percentile (0.83” in 24-hours).
A Maintenance and Operations agreement for ongoing maintenance of the
bioretention features installed with this Project shall be submitted to the City for
review and approval and shall be recorded with the County Recorder’s office to
ensure that the bioretention features are maintained and remain effective.
Recordation of the Maintenance Agreement shall be completed prior to
Certificate of Occupancy.

2) Prior to issuance of the Building Permit the applicant shall submit a Water
Quality Management Plan and/or a Storm Water Pollution Prevention Plan
(SWPPP) for review and approval by the City Engineer.

3) All work shall be done in compliance with all conditions required by the City of
Fort Bragg Grading Ordinance; Land Use Code Chapter 17.60-17.64 — Grading and
Stormwater Runoff Requirements and Procedures. If construction is to be
conducted between October and April (the rainy season) approval from the Public
Works Department and additional construction BMP’s will be required.

Additionally, about half of the Project site is currently impervious from the
existing paved surface and building. The other half of the Project site is currently
pervious and would need storm drainage control. The following mitigation
measure requires the Project applicant to install storm drainage infrastructure
that meets standards and specifications of the City of Fort Bragg. Prior to the
issuance of a building or grading permit, the Project applicant would be required
to submit a drainage plan to the City of Fort Bragg for review and approval. The
plan would be an engineered storm drainage plan that calculates the runoff
volume and describes the volume reduction measures, if needed, and treatment
controls used to reach attainment consistent with the Fort Bragg Storm Drain
Master Plan and City of Fort Bragg Design Specifications and Standards

Response C-15: The commenter recites City General Plan Policies C-2.6, CD-2.2, CD-2.5, CD-5.1, and SF-
6.1. With respect to Policy C-2.6, the commenter states that many of the projects are
known by the community as well as future foreseeable projects, but are not addressed in
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this Draft EIR. With respect to Policy CD-2.2, the commenter states that there is nothing
harmonious about this cookie cutter ugly development. With respect to Policy CD-2.5, the
commenter states that, as both signs would be visible, it would have a negative effect as
far as scenic view is concerned, and also compared with the beauty of this area, a big
attraction to many eco-tourists it would impact the scenic view. With respect to Policy
CD-5.1, the commenter states that the current design does not hide the parking lot. With
respect to Policy SF-6.1, the commenter states that “Police services are hard to come by
in this town with many homeless, drug addicted people who often suffer from mental
health issues and offering ‘cheap food’, alcohol and tobacco only exasperate the situation.
Countywide we are lacking enough police services.” Additionally, the commenter states
that noise is a concern from cars and trucks

Further, the commenter references traffic-related comments received by Mary Rose
Kaczorowsky and Mikael Blaisdell at the City Council meeting on October 11, 2022. The
commenter states that the total number of parking spaces listed in the NOP submitted to
the State Clearinghouse lists a 47-space parking lot, and the proposed Project does not
include places for shopping carts. Lastly, the commenter states that “the fact that there
are two entries to the store and the traffic would endanger people walking to and from
the store has not been solved even though the Planning Commission insisted on that.”

The Project is consistent with the listed General Plan Policies. A consistency analysis with
the applicable General Plan Policies is included in Table 3.5-1 in Section 3.5, Land Use, of
the Draft EIR. With respect to Policy C-2.6, a Traffic Impact Analysis was completed for
the proposed Project. The traffic study identified known and foreseeable projects and
their effects on the street system. See page 3.7-16 of Section 3.7, Transportation and
Circulation, of the Draft EIR.

With respect to Policy CD-2.2, as discussed in Table 3.5-1, the proposed Project is not a
large commercial development along the lines of a big box retail store. Rather, the
proposed Project’s grocery store will only be 16,157 square feet in size. Even if the
proposed Project were subject to this policy, however, it would comply. Commercial uses
are located to the west of the site. To the east of the site across S. Franklin Street are five
single-family residences, one multi-family residential building, and two vacant lots. The
northern portion of the Project site contains existing development and the southern
portion of the site is vacant with a dirt driveway. As noted above in the discussion for
Policy LU-4.4, upon development of the proposed Project, the site would contain a
grocery store with parking areas. The retail grocery store would be a maximum of 28 feet
tall at the top of the proposed canopy and a maximum of 23 feet tall at the top of the
proposed parapet. The proposed building includes differentiated treatments along the
base, mid-section, and top along the three facades facing public streets, windows would
remain clear glass for lighting a view out, and the roofline on the corner cut-off entrance
is also unique to the other rooflines for additional visual interest. The building will be
composed of elements and details representative of Fort Bragg’s architectural heritage,
as the Applicant’s chosen design elements were influenced by Fort Bragg’s downtown
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architecture. The window and door treatments give homage to the smaller shops along
the main downtown street’s detailing as well as the Hardie Board (wood composite) wood
paneling, masonry, and providing a variety of the materials on the elevations to add visual
interest. Rooflines of the building would align with buildings on adjacent properties to
avoid clashes in building height. The proposed architecture would blend with the existing
surrounding development.

With respect to Policy CD-2.5, as discussed in Table 3.5-1, in the opinion of City staff, the
Project site does not currently provide any “scenic views” or “scenic resources” within the
meaning of Policy CD 2.5, as the site is on the landward side of Highway 1, and there is
intervening commercial development between the site and Highway 1. the proposed
Project is replacing an existing structure with one of approximately the same size. Current
views from the middle and southern portions of the Project site are limited by the
adjacent two-story motel adjacent west of the site, which is the direction in which the
Pacific Ocean and landscapes immediately adjacent to the coast are located. Although the
proposed structure will block an existing view of the ocean from the far northern portion
of the Project site, that view is not easily discernable by pedestrians and is interrupted by
two large trees and a Chevron Station and an intervening vacant legal lot between the
Project site and that Chevron Station. This vacant lot could be developed under existing
conditions, and a new structure could completely block the existing interrupted view of
the Chevron Station and ocean. The current building is located in the central and northern
portions of the site. The proposed building would be located approximately where the
existing building is located. The southern portion of the site would contain the parking
area and landscaping. As such, any views afforded in the southern portion of the site
would generally be maintained.

With respect to Policy CD-5.1, as discussed in Table 3.5-1, the proposed building would
be located approximately where the existing building is located. The southern portion of
the site would contain the parking area and will be screened by landscaping. The
proposed building would be contiguous with S Franklin Street, and walkways from the
sidewalk to the proposed building would be provided.

With respect to Policy SF-6.1, the proposed Project was reviewed for its demand on police
services. As discussed in Section XV, Public Services, of the Initial Study, impacts related
to police protection would be less than significant.

See responses to the City Council hearing comments in Letter AA, the responses to Mary
Rose Kaczorowsky in Letter S, and the responses to Mikael Blaisdell in Letter T.

With respect to parking, the parking space count in the Draft EIR is correct. Minor
revisions to the site plan were made after the NOP was issued. A cart corral would be
provided in the southeastern corner of the site.
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While some of the comment does not address the adequacy of the Draft EIR, or
compliance with CEQA, this comment is noted and will be forwarded to the decision
makers for their consideration of topics beyond the adequacy of the Draft EIR.

Response C-16: The commenter provides non-CEQA related opinions and statements. The commenter
states that the Draft EIR uses mostly old studies and does not address the Mandatory
Findings of Significance, Hazards and Hazardous Materials, or Hydrology and Water
Quality.

As part of the Draft EIR, additional biological field surveys were completed by De Novo
Planning Group Principal Biologist Steve McMurtry on March 29, 2022 and April 20, 2022.
Additionally, visual simulations were completed for the Draft EIR. Further, additional air
quality, greenhouse gas emission, and energy modeling and calculations were completed
for the Draft EIR. Lastly, an addendum to the traffic impact analysis, a VMT analysis, and
a noise report were completed for the Draft EIR.

Mandatory Findings of Significance are discussed in the Draft EIR and Initial Study, while
impacts related to Hazards and Hazardous Materials and Hydrology and Water Quality
were discussed in the Initial Study. As discussed in the Initial Study, all impacts related to
Hazards and Hazardous Materials and Hydrology and Water Quality were determined to
be less than significant.

As discussed in the Initial Study, certain mandatory findings of significance must be made
to comply with CEQA Guidelines §15065. The EIR text examined each of the
environmental topics identified in this Initial Study as potentially significant to determine
if there would be an impact related to these mandatory findings. Many of the issues raised
by the mandatory findings of significance were addressed along the way. Thus, for
example, the analysis of biological resources in the EIR text addressed whether the
proposed Project would substantially reduce the habitat of a fish or wildlife species; cause
a fish or wildlife population to drop below self-sustaining levels; threaten to eliminate a
plant or animal community; or substantially reduce the number or restrict the range of a
rare or endangered plant or animal. For all other topics similarly addressed in detail in the
text of the EIR, the City addressed whether the proposed Project will have impacts that
are individually limited but cumulatively considerable impacts. The cumulative impact
analysis is included in Chapter 4.0 of the Draft EIR. The analysis of air quality in the EIR
text addresses whether air pollution associated with the proposed Project will cause
substantial adverse effects on human beings.

All other topics addressed in the Initial Study were deemed to be less than significant, or
no impact, and do not warrant further environmental review. As to these other topics,
the Initial Study found that the proposed Project does not have the potential to
substantially degrade the quality of the environment. As discussed in Sections V, Cultural
Resources, and XVIII, Tribal Cultural Resources, of the Initial Study, the proposed Project
would not eliminate important examples of the major periods of California history or
prehistory. The Cultural Survey (Genesis Society, 2019) found that no historical resources
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or historic properties have been documented within the Project area. While the proposed
Project includes the demolition of an existing building, the existing building is a
contemporary (post-1996) commercial building. Additionally, the proposed Project is not
anticipated to cause a substantial adverse change in the significance of an archaeological
resource or disturb any human remains. Based on the records search conducted at the
Northwest Information Center (NWIC), the consultation undertaken with the Native
American Heritage Commission (NAHC), and the Tribal consultation effort completed by
Genesis Society (2019), no unique archaeological resources or prehistoric cultural
material was identified in the Project area. The Cultural Survey recommends
archaeological clearance for the proposed Project, with the inclusion of general provisions
that recommend consultation and protocol in the event of inadvertent discovery. A
standard condition of approval to that effect will apply to the proposed Project if it is
approved. The proposed Project is found consistent with policies of the City of Fort Bragg
for protection of cultural resources, including human remains.

The analyses in Sections IX, Hazards and Hazardous Materials, and X, Hydrology and
Water Quality, of the Initial Study determined that substantial adverse effects on human
beings will not result from the use of, or exposure to, hazardous materials or from the
proposed Project’s effects on water quality. Those topics therefore were not addressed
in the text of the EIR.

While some of the comment does not address the adequacy of the Draft EIR, or
compliance with CEQA, this comment is noted and will be forwarded to the decision
makers for their consideration of topics beyond the adequacy of the Draft EIR.
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From: Annemarie <aweibel@mecn.org>

Sent: Monday, October 31, 2022 4.56 PM

To: Gurewitz, Heather <hgurewitz@fortbragg.com>

Cc: cdd <cdd@fortbragg.com>; Peters, Sarah <speters@fortbragg.com>; McCormick, Sarah
<smccormick@fortbragg.com>; Ducey, Peggy <PDucey@fortbragg.com>

Subject: Re: DEIR comments about Grocery Outlet

Hi Heather,

Please find attached comments regarding the DEIR for the Grocery
QOutlet. | would appreciate an acknowledgement that these comments were
received timely.

Thank you,
Annemarie Weibel

————— Forwarded Message -----

From: Deirdre Lamb <mendocino111@yahoo.com>
To: cdd@fortbragg.com <cdd@fortbragg.com>

Sent: Wednesday, June 9, 2021 at 11:01.00 AM PDT
Subject: Grocery Outlet comment

June 9, 2021
To Whom it May Concern:

| am thinking a Grocery Qutlet is appropriate for Fort Bragg City, however, | am not convinced the proposed spot is the
best location. This will increase traffic immensely in the area, Noyo Harbor road is a small road on lane each way road
that reaches Noyo Harbor, which is a busy port and getting busier with new restaurants and housing being recently
added. It is only going to get husier. To compound matters, Noyo Harbor Drive going west is a right turn only, the chances
are there will be additional traffic zooming through the gas station to take a left in a location of the Noyo Bridge coming
into town. There is a reason it is right turn only, it is a potentially dangerous and high traffic spot since this is where
Highway 1 turns into Main street in Fort Bragg.

Going the other direction, South Street is the road to the Fort Bragg Clinic and Coast District Hospital, as well as many
dental and doctor offices. Then there are a number of residential apartment complexes for seniors and low income
housing that already bring in a high volume of traffic.

While | commend the Grocery Outlet for choosing a dilapidated building which is an eye sore, the larger and long term

picture is that when a store that is sure to be popular, Grocery Outlet, is added to a compressed high traffic area, the long
term effects outweigh the immediate needs for a busy store to be approved in this location.

For this reason, | oppose the Grocery QOutlet to be located on South Franklin street just north of Noyo Harbor Drive.

Thanks,
Deirdre Lamb

Deirdre Lamb, Broker
Mendocino Realty Company
45005 Ukiah St., Box 897
Mendocino, CA. 95460

Office (707) 937-4040
Cell (707) 324-9401
Home (707) 937-9999

www. mendocinorealtycompany.com

D-1
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Response to Letter D: Annemarie Weibel

Response D-1:

Response D-2:

The commenter provides introductory comments regarding the attached comment. See
Response D-2.

The commenter forwarded comments made by Deirdre Lamb regarding the proposed
Project. The comments pertain to traffic and Noyo Harbor.

The forwarded comments were originally made over one year before the Draft EIR was
published. As such, the comments do not address the adequacy of the Draft EIR, or
compliance with CEQA. With respect to traffic safety near the Project site and near Noyo
Harbor, based on assumptions made for other traffic studies, the City assumed that 50%
of the trips specifically made to visit the Grocery Outlet Store (i.e., primary trips) will have
origins / destination south of the Noyo River and use SR 1 and SR 20 to reach the site. The
balance will be oriented to the north and to areas of the community east of Franklin
Street. Table 3.7-6 in Section 3.7 summarizes the assumed distribution of new trips.
Implementation of the proposed Project would not create roadway and transportation
facilities that impede access for emergency response vehicles. All existing roadways and
intersections, and internal transportation network is designed to maintain levels of
accessibility for police and fire response times, which ensures vehicles have the necessary
access when responding to an emergency.

While the comment does not address the adequacy of the Draft EIR, or compliance with
CEQA, this comment is noted and will be forwarded to the decision makers for their
consideration of topics beyond the adequacy of the Draft EIR.
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Sent: Wednesday, October 15, 2022 11:32 AM
To: Gurewitz, Heather <hgurewitz@fortbragg.com>
Subject: Grocery outlet

My family and | are in favor of the Grocery Qutlet project. We shop at the Grocery Outlet stores in Willits, Ukiah, and Santa Rosa
whenever possible. The addition of this affordable grocery option is critical in our small town. Check the demographics|

The store will not hurt Harvest Market as they will continue to many have hundreds of items that the Grocery Outlet will never
carry. They sell very high end and expensive clothing, housewares, pet food, akohol, coffee, tea, dairy and alkernative dairy items,
(just to name a few), and the folks who buy these things are not going to abandon Harvest for a Grocery Outlet just because it is in
Fort Bragg rather than Willits. Safeway (Albertson's) corporate chain grocery store will continue to attract customers with many
hundreds of items on sale and available for rewards such as the "Just for You" program. Purity customers will not abandon their
store as it is a neighborhood shop and loyal customers know what to expect and where everything is. Plus, they have really good
produce.

It was thought that the addition of a corparate chain coffee shop would KILL all the local espresso shops and they are still standing.
Decades ago the addition of a McDonalds did not put Jenny's Giant Burger out of business, The Grocery Qutlet is not going to toll a
death bell to the other three "grocery” stores in Fort Bragg. |, personally, will always get my eggs, salsa, veggies, pork, spices, dog
treats, tea, butter, crackers, cheese and other items at Harvest, organic nuts, sauces, spinach, and yeast at Down Home Foods, and
various produce and tortillas and things at Purity Market,

The folks who do not want the Grocery Outlet, largely, do not have to budget to the penny to be able to afford to buy food. Many do
not even live in Fort Bragg. The business owners against the Grocery Outlet are worried over nothing. It will be fine. They will see.

Please, let us move forward with this project and help our low income and senior citizens, who may be forced to make a trip over the
hill to buy affordable groceries, ALSOQ, the Grocery will be family owned. Just like Harvest, and Purity Market.

If possible, please do not share my name if you read this letter at any meeting or copy this letter to circulate for any reason. | do not
want to anger anyone, and this is a HIGHLY divisive issue!

Thank you so much,

E-1
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Response to Letter E: Anonymous

Response E-1: The commenter expresses support for the proposed Project and states that an affordable

grocery store is critical in this small town. The commenter also provides comments
regarding why the commenter believes the proposed grocery store won’t hurt other local
grocery stores or businesses in the area. The commenter further concludes by expressing
support for the proposed Project.

While the comment does not address the adequacy of the Draft EIR, or compliance with
CEQA, this comment is noted and will be forwarded to the decision makers for their
consideration of topics beyond the adequacy of the Draft EIR.
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L
Sent: Wednesday, October 19, 2022 1:12 PM
To: Gurewitz, Heather <hgurewitz@fortbragg.com>
Subject: RE: DEIR for Grocery Qutlet

"SIGNIFICANT ENVIRONMENTAL EFFECTS; The Draft EIR has identified the following environmental issue areas as having significant
and unavoidable environmental impacts from implementation of the project: Noise and Cumulative Greenhouse Gas Emissions, All
other environmental issues were determined to have no impact, less than significant impacts, or less than significant impacts with

mitigation measures incorporated into the project.”

F-1
Noise? | feel it will be negligable. Itis not like a heavy metal band will be playing at the front door 365 days a year, 24/7. As for gas

emissions, people should be mare concerned about the emissions related to Starbucks, Taco Bell, Rollin Dough, A Frame Espresso,
McDonalds, and Taco Bell's Drive through where cars are running while in line from 6:00 - 8:00 or longer depending on the business.

Nit picking.

Py Pleause - do-not include my name in-discussing my remarks; thanks! | |
https:{mail.google.com/mail/w1/? k=802ba77d8 biview=pthseanch=allkpermthid=thread-%AA17471511390424775128simpl=msg-%AA17471511890...  1/2
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Response to Letter F: Anonymous

Response F-1:

The commenter states that they feel noise impacts will be negligible and greenhouse gas
emissions aren’t concerning.

As shown in Table ES-2 in Chapter ES, Executive Summary, and as discussed on page 4.0-
26 of Chapter 4.0, Other CEQA-Required Topics, of the Draft EIR, no significant and
unavoidable impacts would occur as a result of the proposed Project. Impacts associated
with noise and greenhouse gases are discussed in Sections 3.6 and 3.4 of the Draft EIR,
respectively.
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From: Carol Eshom <caroleshom@yahoo.com>
Sent: Monday, September 19, 2022 6:35 PM

To: Gurewitz, Heather <hgurewitz@fortbragg.com>
Subject: grocery outlet

| am writing in complete support of the Grocery Outlet coming to Fort Bragg. Not everyone can afford to shop at our
over-priced stores and | do believe it is in the best interests of our community to provide an alternative. So many are
food insecure right now and it doesn't look like it will get better. Sure, the existing stores will probably see a decrease
in sales, but that's what business is all about. having some competition would be a good thing. This absurd battle has
been going on since | moved here six years ago, and probably before that. Let them in for heaven's sake.

Carol Eshom

https://mail.google.com/mailfu/1/?ik=802be7 7d6b&view=pt&search=all&permthid=thread-f%3A1744502118882061482&simpl=-msg-%3A17445021188... 11
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Response to Letter G: Carol Eshom

Response G-1: The commenter expresses support for the proposed Project and describes why she is in

favor of the proposed Project.

While the comment does not address the adequacy of the Draft EIR, or compliance with
CEQA, this comment is noted and will be forwarded to the decision makers for their
consideration of topics beyond the adequacy of the Draft EIR.
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-——0Original Message-—-

From: carol francois <pokewoman3@yahoo.com>
Sent: Friday, October 28, 2022 11:03 PM

To: Gurewitz, Heather <hgurewitz@fortbragg.com=>
Subject: Grocery Outlet in Fort Bragg

To Whom This May Concern:

| would like to express my support for Grocery Outlet to be allowed to open a store in Fort Bragg. | have shopped at these
stores in a few different Bay Area counties and have been grateful for the variety of food and other items that are
reasonably priced and of good quality. Contrary to what some folks believe they do carry a nice selection of organic foods
in addition to non-organic foods. They often offer good wine for sale at incomparable prices too.

At a time when the price of groceries is going up and consumer confidence is going down | think that a grocery store
which is known for it's fair prices should be welcomed.

Carol F,, Little River

H-1

Sent from my iPad

https://mail.google.com/mailiu/1/?ik=802be77d6b&view=pt&search=all&permthid=thread-f%3A1748217327651443293&simpl=msg-f63A1748217327... 1M1
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Response to Letter H: Carol Francois

Response H-1: The commenter expresses support for the proposed Project and describes why she is in

favor of the proposed Project.

While the comment does not address the adequacy of the Draft EIR, or compliance with
CEQA, this comment is noted and will be forwarded to the decision makers for their
consideration of topics beyond the adequacy of the Draft EIR.
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From: D. D. <boxdhs@gmail.com>

Sent: Sunday, October 30, 2022 3:45 PM

To: Gurewitz, Heather <hgurewitz@fortbragg.com>
Subject: Grocery Outlet / comment

Heather Gurewitz
Thank-you for this opportunity to comment on a very important issue!

Shopping ‘locally’ is very important to me. | will even pay more for the same item (for instance Muck beots
at Feet First) to support local business. | bought my mattress at Cancallini, as well as my cooking range. |
buy clothes, tools and furniture locally. | am all onboard for local business. The Grocery Outlet is a different
matter altogether.

At the very last minute | found out that there is still a chance we could get a Grocery Outlet in Fort Bragg. |
thought it had been successfully killed, robbing hundreds of families the chance to have a better diet.The
food prices here on the Coast are astronomical. The average annual income in the Fort Bragg area is
around $25,000. | would challenge those who oppose Grocery Outlet to try to feed a family on that! The
obvious financial advantage of having a Grocery Outlet for low income families was demonstrated when
previously, one of the City Council members shopped for the exact same items at Harvest, Safeway and the

Willits Grocery Outlet. At the Grocery Outlet there was an approximate 30% savings, including the gas to go
to willits.

There are dozens of chain businesses in Fort Bragg so opposing one more that hundreds of families want
and need to survive is not justified. The proposed Grocery Outlet building site, the old Social Services
Building, is not in the historic downtown area, and the site has a history of public use.

The old Social Services Building is in itself a biohazard by now. Reportedly it is dilapidated and full of black
mold. Practically speaking, the neighborhood would be safer without it. The extent of focus on
environmental issues concerning the old Social Services Building site is a blatant abuse of a very important
process. If this had been a sensitive environmental area then the former Social Services Building would
have already altered that.

When affordable housing is so expensive and scarce in this area, when we have the most expensive
Safeway in California, and Harvest is even more expensive than that, it is no wonder that businesses find it
hard to hire the low-end employees. Where are they to live and how are they to eat? Just shop at Harvest,
just shop at Safeway or Purity; this ‘just let them eat cake’ attitude is an appalling attitude to support in a
community with the level of poverty we have.

The tenacity, and funding of the opposition to the Grocery Outlet is interesting in itself. It provokes
speculation as to who has this much interest in keeping Grocery Outlet out of Fort Bragg. Who would be
willing and able to fund such a legal battle as was threatened? Fort Bragg, are you going to help the
hundreds of families in need, or are you going to support an anonymous special interest? School children
need good food to thrive, single mothers need to buy good food while they work two and three jobs, young
folks just starting out usually don't make much money, seniors on fixed incomes need help. Why on Earth
would you block a potential solution for those lower income families? Who are you here to support?

Deborah Shook
(707) 937-2443
boxdhs@gmail.com
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Response to Letter I: Deborah Shook

Response I-1:

The commenter provides statements regarding their support for the proposed Project,
local grocery affordability, and chain businesses in town. The commenter also states that
the old Social Services Building is a biohazard and the neighborhood would be safer
without it. The commenter then provides rhetorical questions regarding the group
opposing the proposed Project.

While the comment does not address the adequacy of the Draft EIR, or compliance with
CEQA, this comment is noted and will be forwarded to the decision makers for their
consideration of topics beyond the adequacy of the Draft EIR.
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From: dobby sommer <dobbyonearth@hotmail.com>
Sent: Friday, October 28, 2022 12:09 PM

To: Gurewitz, Heather <hgurewitz@fortbragg.com>
Subject: Grocery Outlet

Dear Heather,

This is to let you know that | am overwhelmingly in favor of Grocery Outlet coming to Fort Bragg. | have lived on the coast
for 50+ years and | deserve to have a lower priced food store here. Driving to Fort Bragg is more economical than driving

over the hill. | am of the opinion that no one is going to go out of business because of Grocery Outlet. 1
Thank you for reading this.
Sincerely

dobby sommer
pob 568
Albion, Ca.95410

Sent from my Verizon, Samsung Galaxy smartphone
Get Qutlook for Android

https://mail.google.com/mail/u/1/?ik=802be7 7d6b&view=pt&search=all&permthid=thread-f%3A17479599909932001 56 &simpl=msg-63A1747959990... 1/2
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Response to Letter J: Dobby Sommer

Response J-1:

The commenter expresses support for the proposed Project, states that they want a lower
price food store, and states their opinion that no one is going to go out of business
because of Grocery Outlet.

While the comment does not address the adequacy of the Draft EIR, or compliance with
CEQA, this comment is noted and will be forwarded to the decision makers for their
consideration of topics beyond the adequacy of the Draft EIR.
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m|r|wolfe

& associates, pc.
attorneys-at-law

October 31, 2022
By E-Mail

Heather Gurewitz, Associate Planner

City of Fort Bragg Community Development Department
416 N. Franklin Street

Fort Bragg, CA 95437

heurewitzi@fortbragg com

Re:  Draft EIR for Proposed Grocery Outlet at 825, 845, and
851 8. Franklin Street, Fort Bragg

Dear Ms. Gurewitz:

Please accept the following comments on the Draft EIR referenced above,
submitted on behalf of Fort Bragg Local Business Matters (“Fort Bragg LTBM™).

As you may recall, Fort Bragg LBM was the plaintiff in the CEQA lawsuit
challenging the City’s previous approval of thus Grocery Outlet project (“Project”)
based on a mitigated negative declaration rather than an EIR. That lawsuit contended
that substantial evidence showed the Project might have significant impacts on the K-1
environment, particularly in the areas of noise and air quality. We are of course very
pleased that the lawsuit settled and that the City agreed to prepare an EIR to evaluate
these and other potentially significant Project impacts. However, there are still some
remaining analytic deficiencies that should be addressed in a revised Draft EIR before
the City takes action to approve the Project in its current form. These are discussed in
more detail below.

Air Quality

In its Air Quality Section, under Impact 3.2-4, the Draft EIR notes that
sensitive receptors of air pollution are located in the residences immediately adjacent
to the Project site to the east, and that emissions of diesel particulate matter (DPM)
from diesel truck exhaust are toxic air contaminants (TACs) that can adversely affect K2
the health of these receptors. The Draft EIR reports that the Project’s operations will
mclude 8 heavy-duty diesel truck deliveries per week, and 4 to 5 medium-duty diesel
truck deliveries per day. Some of these deliveries would be in trucks with top-
mounted refrigeration units that also generate DPM emissions.

580 Galifornia Strest | Sulte 1200 | San Francisco CA 94104 | Tel 415,260,400 | Fax 4153699405 | www.mrwolfesssociates com &
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The Draft EIR concludes, however, that the Project would not expose these
sensitive receptors to substantial TAC emissions because the frequency of truck trips
ts “very small.” Similarly, the Draft EIR concludes that existing TAC emissions from
diesel vehicle traffic on Highway 1 adjacent to the Project site under baseline K2
conditions, ate “not particulatly high” when compared to other parts of California. .
More information is necessary to suppott these conclusions. “Very small” compared GoRtH
to whatr “Not particulatly high” compared to what other patts of Californiar
Furthermore, what routes will the trucks take to the site? Will they be idling? If so,
for how long? How much DPM will result? A mote detailed, quantitative study

should be performed.
Noise

The Draft EIR reports that it determined baseline noise levels by taking one
continuous 24-hour measurement near the residences adjacent to the site, and one
short-term measurement to the southeast, on January 10-11, 2022. A single-day
measurement is not adequate to establish a meaningful baseline, as traffic levels and
neatby activities will likely vary depending on the day of the week, etc. Measurements
shoulﬁ be taken continuously over a multi-day period, ideally during different K-3
months.

It appears that the noise analysis omitted consideration of receptors at the
Super 8 Motel immediately adjacent to the Project site to the west. The noise
contours in Figures 3.5-1 through 7 suggest that Project-related noise levels xceeding
applicable significance thresholds at this location. While strictly speaking a
commercial use, a motel houses sleeping guests (and possibly an on-site owner or
caretaker), who should be considered sensitive noise receptors. The City should
tevise the Draft EIR’s noise analysis to evaluate whether impacts to receptors in the
Super 8 Motel will be significant and, if so, whether mitigation is feasible.

Urban Decay

The Draft EIR correctly notes that under CEQA there ate two pertinent
questions to be asked with regard to the potential urban decay-related effects of a
proposed project: 1) would the proposed new retail uses result in sales losses that are
sufficiently large at existing retail establishments to force some to close; and 2) would -
the affected closed stores stay idle long enough to create physical changes that could
be defined as urban decay? Although the Draft EIR lists nine grocery stores
currently distributed throughout the City, it does not actually analyze whether the
Project would result in sales losses at any of them. In other wotds, it does not address
the first question. Because the first question is unanswered, the Draft EIR’s summary
conclusion that the Project would not lead to urtban decay is unsupported.
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Correspondingly, the Draft EIR's assertion that sorme unidentified “fieldwsord™

¢ oniducte din Spring 2022 by wshiom? usier wshat moe tho dology ) indicated there e
n0 sigrs of lither, graffiti, wmee ds, ete |, inemsting corrmresrial ate as is drvele vant The
abserce of uthan decay today does not nece ssarily e an there would not be whan
decay in the fubare if the Projectled to the closwe of a grocery store that archored a
o orrarercidl center of node elsewhers in the City.

The D:aft EIR should therefore be rewised to inclhade a1 ec onosmc
iinpmt_.""l.:l‘.'baﬂ dec ay analysis that actaally addse sses the que stons requited by CEQA
By weray of exarmple, we are attaching an urban decay study that the City of %almat
Cieel required for an EIR for a shopping center project that itnclude d an expande d
Safewmay stove that had the potential to affect sales at a Grocery Outlet store i the
satrie ¢ orrwrmarnty. “Wlile this sbady was for @ rooach larrer conreseial project than the
one addressed in the Diraft EIR, it newestheless dllustrate s the seope and depth of
atnalysis that is appropriate for e aminghil consideration of a grocesy store’s potential
to negatively affect sales in other proce sy faciiie s leadityr to store closures and
possible urhan dacay.

Thank yeu for youe considerabion of e s corarents.

Most sazersly,

M. E.WOLFE & ASSOCIATES, P.C

M

— Mask R. Walfe
O belalf of Fott Brage Local Business hMaters

MEYsa
Attac ket

k-4
cont'd

Final Environmental Impact Report - Best Development Grocery Outlet

2.0-53



2.0 COMMENTS ON DRAFT EIR AND RESPONSES

ATTACHMENT

2.0-54 Final Environmental Impact Report - Best Development Grocery Outlet



COMMENTS ON DRAFT EIR AND RESPONSES 2.0

The Orchards at Walnut Creek
Shopping Center
Urban Decay Analysis

Prepared for:

City of Walnut Creek

Prepared by:

ALH Urban & Regional Economics

October 2013
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ALH Urban & Regional Economics

2239 Oregon Street
Berkeley, CA 94705
510-704-1599

aherman@alhecon.com

October 24,2013

Mr. Ethan Bindernagel, AICP

Senior Planner

City of Walnut Creek, Planning Division
1666 N. Main Street, 2™ Floor

Walnut Creek, CA 94596

Re: Urban Decay Analysis for The Orchards at Walnut Creek

Dear Mr. Bindernagel:

ALH Urban & Regional Economics (ALH Economics) is pleased to present this study regarding the
urban decay analysis of the planned Orchards at Walnut Creek retail project in the City of Walnut
Creek. This study highlights the study findings regarding the economic impact/urban decay analysis
of the planned development of a 225,000-square-foot shopping center including a relocated and
expanded Safeway store. The purpose of this report is to provide an assessment of the potential for
the project to cause or contribute to urban decay.

It has been a pleasure working with you on this project. Please let me know if you have any

questions or concerns.

Sincerely,

Gy B

Amy L. Herman, AICP
Principal

C:A\ALH Ecom\2013 Projects\ 1312\Reporf\1312.r04.doc

2.0-56 Final Environmental Impact Report - Best Development Grocery Outlet



COMMENTS ON DRAFT EIR AND RESPONSES

2.0

TABLE OF CONTENTS

[i. EXECIITREESIUMMARY . cmmmmisommicnsssismsosssess i s e i i i i 1
T R TSI e e 0 e D S s 1
SUMMARY OF FINDINGS ... ... e e e ee e e e e e ee e e e eee e 1

URBAN DECAY DETERMINATION :ucnivmmmosssumanumssomesnasisss s oms e s i iss oaie s vad i s £ ¥ si vo a0 § Vs eiioas v 5

[, INTRODUGCTION Lttt ettt ee s er e et s er s ee e e taa st e s eaesen s aeetea s e s eeeeesanbeanssn s saneseeesensantn s s enneaeneen 8
STUDY BACKGROUND ....ct ettt eeeeeete et e eee e e e e ea et e e e e e e e e e e e et e e e e e e e e saemesen s ean e e e e e e ee st e e aeeeenaeen 8
oy T Ly ] T—— 9
STUDY TASKS .. et eeeteeteeeetea et e s eseeaesree st e eaeeeeesensaneeea st e eesesensan s e es e e esneeeeesan s snn s eeeeeebeensreanrannsnns 10
STUDY RESOURCES AND REPORT ORGANIZATION. ... cuiuutiiieessereeesteetttneseeesenssentsnntnnn e essersenssnnssnnesees 10

I, PROJECT SALES ESTIMATION ... e ettt ee et e e ee e e en et e e naee e 12
PROJECT DESCRIPTION .. e eetieeieaetieaitessaeeeeesaetsta s eeseeseeeeesansann e e seseeessae s assaseeneenbesansnn s aneennsenns 12
PROVECTED SALES mrmarmssvammms e s e B s e e e S S e T e A i 14

IV. MARKET AREA DEFINITION AND RETAIL CHARACTERIZATION. ....oiieiieee e 17
APPROACH TOIDEFINING MARKET AREAw s st s o e s 5 e e e B s 17
MARKET AREA CONCEPTUAL DESCRIPTION ... et ee e e eeeee ettt e e ee e e eeeeten et e eeeeeeeeemaeneeneeaaeesee e enesnes 17
PROJECT MARKET AREA DEFINITION . ....eeieiiieeiiite e e e e ee e et ee e e e ae e e et eeeeeeeem e ern e eaeeeeees 18
AAARKET AREASEPPORT GF PROIECTISAIES krcpmsmrecsmmssnme sorsmnass v s sosopn s ssr e sy o 19
MARKET AREA RETAIL ORIENTATION 1 ieeiiststenta s eeeerseeetean s essaseensesansansssn s eesestesnnsnnsssnsseneeseseenssnes 20

V. MARKET AREA DEMOGRAPHICS AND RETAIL SPENDING POTENTIAL ....oeiiiiiiieieeeeeeeeee 23
DEMOGRAPHIC CHARACTERISTICS 11ttt et eeetaeveeussaeseas e sesesteasssnnsenessansenssssssnnsssseeensensssnnsnnsssnsseneeens 23
INCOME CHARACTERISTICS 1 ttetuttuntassareeessrerssaseesessseestsanssnnssnsssansenssnsssnnssseseeneesuesnssnnssinssensenns 23
SASRKETAREA RETAIL DEMERIDPOTENTIAL s st s i s e s T S s 23
IMPLIED PROJECT MARKET AREA CAPTURE RATE .. ..vvvn e eeeeie e et et e ee e e e eeme e e e e eeee e e s maan e aeeeeeeeens 25

V. PROJECT SALESIMPAECTT ANALYSIS vroncrvsmmmmam s ranrmmm s s e o s o0 o oo 0 008 27
RETAIL SALES BASE CHARACTERIZATION .....oiiiesiiestee e e eeeeeee et eaeeeeeeee e e eae s e e e e e s enase s s aneaeeeenes 27
PROJECT SALES IMPACTS ... iit it ettt et ee e et e e ettt e e et e et e e e e e e e s et bea e e e e b e e e e et e e e ees e e e e aeeeen s 29

VII. GROCERY AND FOOD STORE IMPACTS . uie oot iie it eee e teee et s e eer e i e s s e e ee s e s aen s eneeneaeees 36
COMPETITIVE GROCERY AND FOOD STORES IDENTIFICATION AND PERFORMANCE ......oovvveniieieeeeeeieeeeenn 36
MARKET AREA AND ENVIRONS STORE CHARACTERIZATION ....cuivniieeieeieeieieeteeeeeeee e et e e eeeee e e emeenes 37
GROCERY AND FOOD STORES MOST SUSCEPTIBLE TO IMPACTS 1. eeeeesveee et e eeeeersenein s seesaessseseensnnes 40

VT EITNESS: GENTER: TMBAGCTS sorsvarvarssmenrmnmnmsoms s s s s 0 5 o 0 e S S 00 42
AREA FITINESS CENTERS .1ttt tt e eesteeveeestaessaaeereeeeresnsssn st esseessenseasssnasanssenssenssnnssnnssnsseensenssnnssnnesees 42
INDUSTRY WIDE FITNESS CENTER SUPPLY AND DEMAND ...cevieevisivieniessersersrretsnnsseesesneesuesnssnnssinsseneeens 42
MARKET AREA FITNESS CENTER DEMAND AND IMPLICATIONS 1.uuvuiiieriieiesie et ieseesesvesnesn s sesensessseennnnes 43

IX. CUMULATIVE PROJECT IMPACTS ..ottt e e eaaee e e 45
IDENTIFIEDRETAIL DEVELOPMENT PROAEETS st s s st s s e S s S bt 45
CUMULATIVE PROJECT SALES ESTIMATES .. .. ...t et e e e e eeeeeeaemteeeeeaeeeeseeeesnseameneeeseeeeemseneeneeaneesaeaeennsnns 47

Final Environmental Impact Report - Best Development Grocery Outlet 2.0-57



2.0

COMMENTS ON DRAFT EIR AND RESPONSES

ALL PLANNED PROJECTS SALES ESTIMATES .......eiiiomiie it cesiiee e ene e cee et e s en e e e s e 48
PROJECT AND CUMULATIVE PROJECTS IMPACT ANALYSIS .....ooiiiiiiii e 49
X. URBAN DECAY DETERMINATION ..ot 55
STUDYDEFINITION OF URBANDECAY. v v vevimeniussmrrrnmsmsssmmmssrns e massms s s s s s e e s s 55
APPROACH TC DETERMINING URBAN DECAY POTENTIAL ...ciieiiiiiiiiiecitiie ettt et et enie et 55
THE CURRENT ENVIRONMENT L. iuuuiiieitiesieniiee ittt ent e s ee e e st st ee e eab e e sae e et ae e eabe e ea bbb e e 55
REGULATORY COMNTROS wocanirvs sxsimsusinss s s s sassoes s s a7 450 88 88006563 MY SR RS 59
POTENTIAL FOR URBAN DECAY RESULTING FROM THE PROJECT ....ooiiiiiiiiei e 63
ASSUMPTIONS AND GENERAL LIMITING CONDITIONS ... 67

APPENDIX A: EXHIBITS (Exhibits 1- 39)

APPENDIX B: SUPPORT EXHIBITS (Exhibits B-1 — B-7)

2.0-58

Final Environmental Impact Report - Best Development Grocery Outlet



COMMENTS ON DRAFT EIR AND RESPONSES

2.0

LIST OF EXHIBITS
{Appendix A)

Exhibit 1. Project Description and Net Change from Existing Safeway, Square Feet by Land Use
Exhibit 2. Distribution of 100,000 Square Feet of Commercial Space, by Type of Retail

Exhibit 3. Distribution of Annual Retail Sales Estimates, in 2013 Dollars

Exhibit 4. Map of The Orchards at Walnut Creek Retail Market Area

Exhibit 5. Share of Sales Generated by Market Area Residents, in 2013 Dollars

Exhibit 6. Map of The Orchards at Walnut Creek Retail Market Area Shopping Centers

Exhibit 7. Household and Population Estimates and Projections, City of Walnut Creek, City of
Concord, and Project Market Area, 2010-2018

Exhibit 8. Average Household Income Estimates, City of Walnut Creek, City of Concord, and
Market Area, 2010-2013, in Current Year Dollars

Exhibit 9. Market Area Retail Spending Potential, Existing Retail Demand, 2013, in 2013 Dollars

Exhibit 10. New Retail Demand Generated by Household Crowth in the Market Area, Retail
Demand Generated Between 2013-2016 and 2-13-2018, in 2013 Dollars

Exhibit 11. Existing and Future Retail Demand by Category, Market Area, 2013, 2016, and 2018
Exhibit 12. Implied Project Capture Rate of Market Area Demand, 2016 and 2018

Exhibit 13. City of Walnut Creek BOE Taxable Sales Estimate, in Current Dollars, T hird Quarter
2017 Through Second Quarter 2012 (in $000s)

Exhibit 14. Adjusted City of Walnut Creek Retail Sales Base, 2013 Estimate
Exhibit 15. Retail Demand, Sales Attraction, and Spending Analysis, City of Walnut Creek, 2013

Exhibit 16. City of Concord BOE Taxable Sales Estimate, Third Quarter 2011 Through Second
Quarter 2012, in Current Dollars, (in $000s)

Exhibit 17. Retail Demand, Sales Attraction, and Spending Analysis, City of Concord, 2012

Exhibit 18. Project Sales Impacts, Impact on Existing Retail Base in Walnut Creek and Walnut Creek
Combined with Concord, in 2013 Dollars

Final Environmental Impact Report - Best Development Grocery Outlet

2.0-59



2.0 COMMENTS ON DRAFT EIR AND RESPONSES

LIST OF EXHIBITS CONTINUED
{Appendix A)

Exhibit 19. New Demand Generated by Household Growth, City of Walnut Creek and City of
Concord, 2013-2016, in 2013 Dollars

Exhibit 20. Project Sales Impacts, Impact on Existing Walnut Creek Retail Sales Base Inclusive of

Future Demand to 2016, in 2013 Dollars

Exhibit 21. Project Sales Impacts, Impact on Existing Walnut Creek and Concord Combined Retail
Sales Base Inclusive of Future Demand to 2016, in 2013 Dollars

Exhibit 22. Residual Project Sales Impacts, Sales Impact Above 3% of Sales Base, City of Walnut
Creek and Combined Cities of Walnut Creek and Concord, in 2013 Ddollars

Exhibit 23. Market Area and Nearby Grocery and Food Stores by Orientation, September 2013

Exhibit 24. Map of The Orchards at Walnut Creek Market Area and Other Area Grocery and Food
Stores

Exhibit 25. Area Fitness Centers and Health Clubs
Exhibit 26. Map ot Area Fitness Centers and Health Clubs

Exhibit 27. Cumulative Major Retail Developments {10,000+ Square Feet), Cities of Walnut Creek,
Concord, and Pleasant Hill, September 2013

Exhibit 28. Sales Estimates for Cumulative Projects, in 2013 Dollars
Exhibit 29. Estimate of Cumulative Project Sales by BOE Category, in 2013 Dollars
Exhibit 30. Orchards at Walnut Creek and Cumulative Retail Project Net New Sales, in 2013 Do

Exhibit 31. Orchards at Walnut Creek and Cumulative Project Sales Impacts, Impad on Existing
Retail Base in Walnut Creek and Walnut Creek Combined with Concerd, in 2013 Dollars

Exhibit 32. New Demand Generated by Household Growth, City of Walnut Creek and City of
Concord, 2013-2018, in 2013 Dollars

Exhibit 33. Cumulative Project Residual Sales Impacts, Impact n Existing Walnut Creek Retail Sales
Base Inclusive of Future Demand to 2018, in 2013 Dollars

Exhibit 34. Cumulative Project Residual Sales Impacts, Impact on Existing Walnut Creek and
Concord Combined Retail Sales Base Inclusive of Future Demand to 2018, in 2013 Dollars

Exhibit 35. City of Walnut Creek Vacancy Trends, 2006 Through Q2 2013

Exhibit 36. City of Concord Vacancy Trends, 2006 Through Q2 2013

2.0-60 Final Environmental Impact Report - Best Development Grocery Outlet



COMMENTS ON DRAFT EIR AND RESPONSES 2.0

LIST OF EXHIBITS CONTINUED
{Appendix A)
Exhibit 37. City of Pleasant Hill Vacancy Trends, 2006 Through Q2 2013
Exhibit 38. Representative Larger Surrounding Area Retail Vacancies, September 2013

Exhibit 39. Examples of Larger Backfilled Tenants in Walnut Creek and Concord

Final Environmental Impact Report - Best Development Grocery Outlet 2.0-61



2.0 COMMENTS ON DRAFT EIR AND RESPONSES

LIST OF SUPPORT EXHIBITS
{Appendix B)

Exhibit B-1. Average Annual Estimated Daytime Retail Spending, Office Workers in Urban
Locations, in 2013 Dollars

Exhibit B-2. Calculation of Sales per Square foot Estimates, Select Retail Stores and Store
Types, 2009-2012 and 2013 Projected

Exhibit B-3. Market Area Constituent Census Tracts and City Match

Exhibit B-4. State of California Taxable Retail Sales Estimate by Board of Equalization
Taxable Retail Category, 2011 (in $000s)

Exhibit B-5. City of Walnut Creek Sales Tax Trends, First Quarter 2011 — First Quarter 2013
Exhibit B-6. Redevelopment Plan for Encina Grande shopping center

Exhibit B-7. Allocations of Unknown Retail Space into BOE Categories by Shopping Center
Format

2.0-62 Final Environmental Impact Report - Best Development Grocery Outlet



COMMENTS ON DRAFT EIR AND RESPONSES

2.0

|. EXECUTIVE SUMMARY

INTRODUCTION

The purpose of this study is to assess the economic impact and potential for urban decay resulting
from development of the planned The Orchards ot Walnut Creek shopping center located in the
City of Walnut Creek (the “Project”). The shopping center will be located within the Shadelands
Gateway Specific Plan Area, which is located within the Shadelands Business Park. The Project is
planned for development by Property Development Centers, LLC (PDC) a wholly owned subsidiary
of Safeway specializing in retail shopping center development. The development site is located at
the corner of Ygnacio Valley Road and Oak Grove Road and is partially developed with two
existing office buildings measuring approximately 126,000 square feet. The eastern half of the lot
is undeveloped containing grasses and several mature trees. The City of Walnut Creek retained
First Carbon Solutions — Michael Brandman Associates to prepare an Environmental Impact Report
(EIR) for the Project. ALH Urban & Regional Economics ("ALH Economics”) was retained to conduct
the EIR's urban decay analysis.

The Project is planned to include a 55,000-square-foot Lifestyle Safeway store and additional
commercial uses, including 25,000 square feet of restaurant space, 100,000 square feet of retail
space, and up to 45,000 square feet for a health club. Presently no specific tenants other than
Safeway have been identified for the Project. The Safeway store anchor will comprise the relocation
and expansion of an existing, much smaller Safeway store across Ygnacio Valley Road from the
Project site, within the Encina Grande shopping center.

This study estimates the potential impacts of the Project’s tenants on existing retailers in the
Project’s market area and other potentially affected areas, primarily in the form of diverted sales
from existing retailers. The study further estimates the extent to which the opening of the Project
and other cumulatfive retail projects may or may not contribute to urban decay pursuant to
potential store closures attributable to existing retailer sales diversions. The key indicator from a
CEQA perspective is impacts on the physical environment, which includes existing stores and
commercial real estate conditions, as measured by the current baseline. This is the baseline
reflected by existing conditions discussed in this report.

SUMMARY OF FINDINGS
Project Sales

ALH Economics estimates that net new stabilized sales for the Project would total $82.7 million in
2013 dollars. This reflects the total sales inclusive of the portion of Safeway sales relocated from
the Encina Grande shopping center location. Net of the existing Safeway sales, the Project’s
anticipated annual retail sales total $65.6 million. Based on assumptions regarding the allocation
of Project space by type of retailer and average sales estimates by type of retail, the Project’s total
sales distribution is assumed as follows:

e $38.5 million in food & beverage sales;

e  $17.4 million in other retail sales;
s $12.0 million in restaurant sales;

The Orchards at Walnut Creek 1 ALH Urban & Regional Economics

Final Environmental Impact Report - Best Development Grocery Outlet

2.0-63



2.0

COMMENTS ON DRAFT EIR AND RESPONSES

¢ $9.3 million in clothing & accessories sales; and
e $5.7 million in home furnishings & appliances sales

These categories of sales are based upon categories defined by the State of California Board of
Equalization. The “other retail” category is a broad category that includes a wide range of goods,
such as office supplies, pet supplies, books, toys, pharmacy, jewelry, sporting goods, and gifts.

The Project is anticipated to draw 80% of its sales from its market area. This market area includes
six census tracts radiating out from the Project site that include portions of Walnut Creek and
Concord. These six census tracts were defined as the market area based on examination of
Safeway shopper data and analysis regarding average travel time and distance to the Project
compared to other Lifestyle Safeway stores in Walnut Creek and Concord. Pursuant to this 80%
market area sales assumption, the estimated portion of Project sales generated by market area
residents is $66.1 million, of which $52.5 million is estimated to be in addition to the existing
Encina Grande Safeway store sales. The remaining 20% of sales are assumed to be generated by
other sources, such as employees ot Shadelands Business Park and consumers traveling through
the area.

Retail Sales Base and Characterization

The sales bases in Walnut Creek and Concord collectively total over $4.0 billion, with just less than
half occurring in Walnut Creek. Both cities as a whole are retail aftraction markets, meaning that
more sales are captured by area retailers than would be expected from resident spending alone.
This retail base attraction is characteristic of all the retail sectors with Project sales contributions,
although the City of Walnut Creek exhibits leckage in the building materials & garden equipment
category, meaning that less sales are captured in this category than one would expect based on
household spending patterns.

Project Sales and Store Impacis

Recognizing that Walnut Creek and Concord are retail sales attraction markets, the analysis
estimates that for the Project to be successful, all of its sales from market area residents would
occur to the detriment of existing retailers, excepting demand generated by new market area
households. The Project is estimated to be completed in fall 2015, with 2016 comprising its first
full year of operations. Therefore, there may be potential for new market area household growth to
generate additional demand for retail sales in the market area, although the growth potential is
limited. The analysis additionally assumes that sales impacts up to 3% of each retail category’s
sales base can be absorbed by existing retailers and that some sales impacts can be offset by
unmet demand in retail categories not impacted by the Project. In other words, if some stores
experience impacts so severe as to close, demand for different retail categories would result to
support new retailers occupying potentially vacated space.

The result of the Project’s analysis indicates that net of new growth and the 3% sales buffer, but
before consideration of unmet demand offset in additional retail cotegories, the Project is
estimated to result in food & beverage sales impacts totaling $12.1 million if all the impacts occur
in the City of Walnut Creek. If the impact instead occurs throughout Walnut Creek and Concord,
then the sales impacts would be absorbed. Based upon assumptions regarding retail sales
performance, the $12.1 million sales impact in Walnut Creek is estimated to be equivalent to
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24,200 - 30,250 square feet of grocery store space. These estimates for Walnut Creek impacts are
considered maximum impacts, as the more likely scenario is that the impacts will spread into
Concord. However, ALH Economics anticipates that the impacts will be more heavily weighted
toward Walnut Creek because the market area and nearby grocery stores are more centered
around Walnut Creek.

To set the food & beverage sales impacts in context ALH Economics reviewed the market for
grocery stores in and around the market area. This included visiting almost 40 grocery and food
stores in Walnut Creek, Concord, and Pleasant Hill. Select Pleasant Hill stores were included
because some are just as close to the Project site as stores in Walnut Creek and Concord. While
the Project is unlikely to achieve significant demand from Pleasant Hill households, existing stores
in Pleasant Hill could experience some sales diversions if market area households redirect their
spending from Pleasant Hill stores to the Project. The market review included three grocery stores
and a convenience market in the market area. The grocery stores include a Nob Hill store across
Oak Grove Road from the Project site in Citrus Marketplace, a Safeway store, and a Trader Joe's.
The convenience store is a Fresh and Easy. Store performance information indicated that many of
the grocery stores are performing above industry average or above average for their chain,
including several in the market area. This supports the assumption that some stores can absorb a
3% sales decline without risking store closure. Cthers, however, do not appear to be performing as
well. This includes the Nob Hill store, other more conventional grocery stores, and some area
discount food stores.

As a result of these grocery store field observations, analysis of grocery store sales data, and
anecdotal information, ALH Economics concludes that the Nob Hill grocery store in the Citrus
Marketplace across Oak Grove Road from the Project site analysis will likely experience sales
losses attributable to the Project and, under @ worst case scenario, could potentially close as a
result of Project sales impacts. This store is specifically mentioned because it appears to be the
market area store with the poorest relative performance, it is located in a shopping center that has
devolved to comprise a large share of non-retail tenants, and the store interior shows signs of
deferred maintenance.

Cumulative Project Sales Impacts

ALH Economics identified six potential cumulative retail development projects in the market area
and surrounding areas. These are projects estimated to include at least 10,000 square feet of retail
space. Five of these projects are anticipated to be developed within the timeframe of the Project. All
of the projects are located in the City of Walnut Creek but only one is in the market area. This
project is the redevelopment of the Encina Grande shopping center, which is the location of the
existing Safeway store that is expanding and relocating to the Project area. This center will be
redeveloped, including build out for an expanded 37,500-square-foot grocery space that will be
occupied by Whole Foods. Other changes will occur at this center, but this is the most substantial
feature of the redevelopment program. All other planned projects are relatively small, with the
largest comprising the net addition of 31,000 square feet of space. Altogether, the six cumulative
projects total approximately 76,000 square feet of new retail space.

Retail sales for the cumulative projects are estimated to total $52.7 million. The cumulative retail

projects are anticipated to draw sales from throughout Walnut Creek and the City of Concord.
Thus, all of the sales are anticipated to be competitive with the Project, especially within the context
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of analyzing the Project’s sales impacts on the combined sales bases of Walnut Creek and
Concord. Based upon the sales distribution assumptions, ALH Economics estimates that the
cumulative projects will generate retail sales as follows:

A decline of approximately $800,000 in home furnishings & appliances sales;
An increase of $40.9 million in food and beverage sales;

An increase of $3.1 million in general merchandise store sales;

An increase of $5.3 million in food services and drinking places; and

*  Anincrease of $4.2 million in other retail sales.

These sales were added to the Project sales to develop an estimate of total Project and cumulative
project sales. The collective sales were then analyzed relative to the existing sales bases to assess
prospective sales impacts. The impact analysis considered sales impacts absorbed by new
demand, the 3% sales buffer, and the additional potential that some sales impacts can be offset by
unmet demand in retail categories not impacted by the Project.

With the addition of the Whole Foods store and other cumulative projects, the sales impacts are
more pronounced than for just the Project alone. This is especially the case in the food & beverage
sales category. Absent consideration of sales offset by unmet demand categories, the food &
beverage sales impacts are estimated at $49.7 million if the impacts occur only among Walnut
Creek retailers, or $32.0 million if spread across both Walnut Creek and Concord. The impact
results are likely somewhere between these two figures, depending upon the location of the stores
experiencing the sales impacts. If the impacts are isolated to Walnut Creek, retailers in three other
categories would be impacted, including home furnishings & appliances, food services & drinking
places, and other retail.

With regard to the food & beverage impacts, If the Project and cumulative projects perform at
lower sales levels than estimated then the impacts will be lower, but lower sales alone are unlikely
to reduce the impacts to a level that will not comprise a large portion of the food store sales base.
Thus, the analysis suggests that the success of the Project and cumulative projects will occur to the
detriment of other food stores. Existing food stores can bear only so many sales losses before store
viability becomes a concern. ALH Economics believes the level of store impacts projected for the
Project and cumulative projects combined is sufficiently large enough that the likely result is that ot
least one existing food store will experience high levels of sales diversion. The level of prospective
sales impacts is high enough that, under @ worst case scenario, possibly even two stores could
close. As with just the Project impacts, a prospective candidate for sales impacts high enough to
prompt store closure is the Nob Hill grocery store in nearby Citrus Marketplace. This is especially
likely since the Nob Hill would have become one of only three grocery stores ot the Ygnacio Valley
Road and Oak Crove Road commercial node. The analysis suggests that based on the high
infusion of new food sales generated by the Project and cumulative projects, estimated level of
prospective sales impacts, and understanding of the future grocery store dynamics in the market
area, that one existing grocery store in the Walnut Creek and Concord area could close, with the
Nob Hill Grocery comprising a strong candidate for closure, and possibly one other, not as clearly
identified store.

In addition to the food & beverage impacts, the analysis suggests that pursuant to the $12.6

million in sales impacts spread among other retail categories that there could also be the potential
for some additional store closures. The sales categories experiencing these impacts include a wide
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range of retailers. Therefore, the particular retailers that could close and cause market area
vacancies cannot be specifically identified, but the potential appears to exist for some stores other
than food stores to also close as a result of the Project and cumulative project impacts.

Square Footage Implications

ALH Economics also looked at the prospecdive Project and cumulative projects impacts by
converting the estimated sales impacts to supportable square footage. The intent is to identify the
amount of retail space that risk closure as a result of the sales impacts. This analysis took into
consideration the additional unmet demand in retail categories not served by the new retail
projects. The results indicate that these sales impacts are estimated at $53.3 million if all impacts
are isolated in just the City of Walnut Creek, and a lower $14.0 million if the impacts are spread
between Walnut Creek and Concord. In dll likelihood the impacts will be somewhere between
these two bookends, as households in areas of Concord distant from the Project or the cumulative
projects are unlikely to make significant expenditures at these retail projects.

Based on assumed sales performance characteristics, the square footage impact analysis indicates
the level of potential impacted square feet pursuant to the Project and cumulative projects, which
ranges from 106,555 to 133,194 square feet if all impacts are confined to Walnut Creek or
28,055 to 35,069 square feet if the impacts are more widely dispersed including in Concord. This
is an oversimplified analysis, and should not be construed to mean that stores totaling the cited
square footage amounts would necessarily close as a result of the Project and cumulative projects.
However, this finding suggests that the sales impacts will be steep enough that some store closures
will likely occur. This is especially the case among grocery stores but could also include stores in
other retail categories as well.

URBAN DECAY DETERMINATION
Definition of Urban Decay

For the purpose of this analysis, urban decay is defined as, among other characteristics, visible
symptoms of physical deterioration that invite vandalism, loitering, and graffiti that is caused by a
downward spiral of business closures and long term vacancies. This physical deterioration' to
properties or structures is so prevalent, substantial, and lasting for a significant period of time that
it impairs the proper utilization of the properties and structures, and the health, safety, and welfare
of the surrounding community.

Retail Market Characteristics

The cities of Walnut Creek, Concord, and Pleasant Hill have an aggregate 12.4-million-square-
foot retail base. Historically, all of these cities have maintained relatively healthy retail market

! The manifestations of urban decay include such visible conditions as plywood-boarded doors and
windows, parked trucks and long term unauthorized use of the properties and parking lots, extensive
gang and other graffiti and offensive words painted on buildings, dumping of refuse on site, overturned
dumpsters, broken parking barriers, broken glass littering the site, dead trees and shrubbery together
with weeds, lack of building maintenance, homeless encampments, and unsightly and dilapidated
fencing.
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sectors. As of 2" quarter 2013, Walnut Creek had an overall retail vacancy rate of 3.3%. This rate
has been consistent over an extended time period, with the vacancy rate ranging between 2.5%
and 3.9% since 2006. This indicates an extremely healthy and very stable retail base. The 2
quarter 2013 vacancy rates were 5.1% in Concord and 3.6% in Pleasant Hill. In general, retail
markets are deemed most healthy when there is some increment of vacancy, at least 5.0%, which
allows for market fluidity and growth of existing retailers. Even retail vacancy rates at the 10% level
are generally considered a reasonably healthy retail market. Thus, the cited prevailing retail
vacancy rates of 3.3%, 5.1%, and 3.6%, comprising 4.2% on a weighted average basis, reflect
strong retail markets.

There are some larger retail vacancies distributed among these three cities, although the majority
are located in Concord. These are vacancies with 10,000 or more square feet, which would be
more representative of prospective grocery store vacancies. With almost no exception, these
vacancies are well-maintained and are not characterized by urban decay or deterioration. The
market has a strong record of backfilling larger spaces, especially in Walnut Creek, where grocery
store vacancies have been successfully divided and filled with multiple tenants. Examples of Walnut
Creek grocery stores that have closed and subsequently backfilled include Andronico’s and two
Albertson's.

Regardless of location, about 122 retail leases were executed over the one-year time frame from
approximately August 2012 to August 2013, totaling approximately 360,000 square feet, with an
average size of about 3,000 square feet. The largest retail lease transactions during this time
frame ranged from about 6,000 to 38,500 square feet across the three cities. This volume of lease
activity indicates the markets are active, characterized by internal movement as retailers relocate
and expand within the market, as well as aftraction of new retailers.

Urban Decay Conclusion

ALH Economics focused on determining whether or not physical deterioration in existing retail
centers would likely result from the opening of the Project and other cumulative retail developments
in reaching a conclusion about urban decay. The conclusion is based on consideration of current
market conditions, findings regarding diverted sales, and regulatory controls. Highlights of these
findings are as follows:

Current Market Conditions: The fieldwork and market research indicated that
retail market conditions are moderate to very strong in the relevant cities, with low
retail vacancy rates. Retail leasing activity is occurring throughout the area and
existing vacancies are well maintained. There are a few instances of long-term
vacancy, but these are generally concentrated in older retail centers, and few such
vacancies are more than 10,000 square feet. With scant exceptions, existing
vacancies, including longersterm vacancies, are well-maintained, and are not
indicative of urban decay or deterioration.

Sales and Vacancy Impacts: ALH Economics anticipates that the Project and
Project combined with cumulative projects sales impacts could result in closure of
existing retailers. The analysis suggests that one and possibly two grocery stores
could close and some additional retailers. The result could be up to about 40,000
square feet of vacant space for the Project alone and up to about 133,000 square
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feet resulting from the Project in combination with the cumulative projects, if all the
impacts are focused in Walnut Creek. The likelihood is that the impacts will be
more widely spread, and thus the vacancy impacts will be lower than these figures.
Even if these amounts of vacancy result, however, the resulting increments in retail
vacancy rates will be nominal to modest, with all resulting vacancy rates well within
the range indicative of o healthy retaill market. Moreover, the market’s
demonstrated retail absorption and the strong to moderately strong market
conditions suggest that most vacancies that might occur as a result of Project or
cumulative project impacts would likely be backfilled within a reasonable time and
not be characterized by prolonged vacancy.

Even if some sites experience prolonged vacancy because they might be of a size
that experiences less demand or they are located in shopping centers with poor
visibility or other undesirable characteristics, the prevailing market conditions
suggest that these vacancies would be well-maintained and would not devolve into
urban decay or deterioration. Moreover, it should be noted that when tenants
vacate prior to lease expiration, they continue to be responsible for rent and their
share of building operating expenses. While not all tenants would have the
wherewithal to continue these payments, national or regional retailers are more
likely to have this capability. This is an important consideration because landlords
would continue to receive income on these vacated spaces through committed
lease payments, which means they would have available financial resources to
continue to maintain their properties.

Regulatory Controls: Owners of commercial retail properties are generally
financially motivated to maintain property in a manner appropriate to retain
existing tenants and attract new retail tenants. This appears to be the case in the
Project’s environs as evidenced by the overall positive prevailing physical condition
of the area’s retail vacancy, with little-to-no visible signs of litter, graffiti, weeds, or
rubbish associated with existing commercial nodes in Walnut Creek, Concord, and
Pleasant Hill. This is especially the case for most of the area’s long-term vacancies,
of which there are few. If property owners lag, however, and property maintenance
begins to show signs of deferred maintenance or other disrepair, Walnut Creek,
Concord, and Pleasant Hill all have regulatory controls that can be implemented to
avoid the onset of deferioration or decay. Thus, ALH Economics concludes that
existing measures to maintain private commercial property in good condition in the
environs are generally effective and would serve to help preclude the potential for
urban decay and deterioration in the event any existing retailers close following the
operations of the Project and other cumulative retail projects.

Based upon these findings, ALH Economics concludes that The Orchards at Walnut Creek

shopping center project and the identified cumulative projects would not cause or contribute to
urban decay.
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IIl. INTRODUCTION

STUDY BACKGROUND

Property Development Centers, LLC (PDC) is seeking to develop a retail shopping center in the City
of Walnut Creek. Identified as The Orchards at Walnut Creek (the “Project”), the development site
is located at the northwest corner of Ygnacio Valley Road and Oak Grove Road. The shopping
center will be located within the Shadelands Gateway Specific Plan Area, which is itself located
within the Shadelands Business Park. The Shadelands Business Park is one of Walnut Creek’s
major employment nodes. Although the business park’s occupancy has declined in recent years as
other regional employment nodes closer to transit and the highway system have evolved,
Shadelands Business Park is still home to numerous professional and medical offices. The Specific
Plan Area is an approximately 25-acre property comprising three parcels. The three parcels will be
developed with a mix of uses, and could include senior housing, professional and medical offices,
health club, and retail, including grocery, restaurants, and personal services. The Orchards at
Woalnut Creek is the Specific Plan Area’s proposed retail component, approved for up to 225,000
square feet of commercial space pursuant to the site’s maximum development capacity under the
Specific Plan.

PDC is a wholly-owned subsidiary of Safeway specializing in retail shopping center development.
PDC projects are concentrated in Safeway’s urban and suburban markets with high barriers to
entry. PDC seeks to create value by obtaining entitlements, transforming centers and leasing retail
space fo third parties. The Project is planned to include a 55,000-square-foot Safeway store and
additional commercial uses, including 25,000 square feet of restaurant space, 100,000 square
feet of retail space, and up to 45,000 square feet for a health club. Presently no specific tenants
other than Safeway have been identified for the Project. The Safeway store anchor will comprise the
relocation and expansion of an existing, much smaller Safeway store across Ygnacio Valley Road
from the Project site, within the Encina Grande shopping center. This project is part of Safeway’s
plan nationwide to redevelop existing stores into Lifestyle stores, with progress 88% complete
throughout the chain as of year-end 2012.2 A hallmark of Lifestyle stores is the sale of expanded
perishable options, the availability of greater health-oriented options, and an earth-toned décor
package that includes custom flooring and unique display features.

An Environmental Impact Report (EIR) for the Project is being prepared and coordinated by First
Carbon Solutions — Michael Brandman Associates for the City of Walnut Creek. To support this
effort and comply with the California Environmental Quality Act (*CEQA"), ALH Urban & Regional
Economics (“ALH Economics”) was asked to prepare findings regarding the potential for the Project
to cause or contribute to urban decay. The decision by the Fifth District Court of Appeal in
Bakersfield Citizens for Local Control v. The City of Bakersfield indicated that CEQA requires a lead
agency to consider and analyze the potential for the introduction of planned retailers to result in
adverse physical impacts on the environment by causing a chain reaction of store closures and
long-term vacancies, otherwise referred to as a condition of “urban decay.” This analysis is not
required for all projects subject to CEQA, but only projects where there is the perceived potential
for urban decay or deterioration to result.

2 Safeway Inc., "Form 10-K, For the fiscal year ended December 29, 2012," page 8.
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This study addresses the concerns voiced in the Bakersfield decision by considering the potential
impact of the Project in conjunction with the introduction of other relevant cumulative retail
developments. The key indicator from a CEQA perspective is impacts on the existing physical
environment, which in the context of an urban decay analysis includes existing stores and
commercial real estate conditions, as measured by the current baseline. The Notice of Preparation
(NOP) for the EIR was released in June 2013. The market conditions were most recently assessed
in September 2013, comprising the study baseline. Other data included in the report were the
most recently available at the time of the NOP.

PRIOR PROJECT STUDIES

In April 2012, a market demand analysis for the Shadelands Gateway Specific Plan was prepared
for the City of Walnut Creek. The purpose of the market analysis was to inform the Specific Plan
process. The report included an overview of current market conditions and future outlook for a
range of land uses under consideration for the Shadelands Gateway Specific Plan Area. These uses
included local- and community-serving retail and restaurants; office/medical office; market rate
senior housing; and R&D. The retail analysis portion of the study provided an analysis of
supportable square feet of retail space and recommendations for the preferred retail space
configuration alternative. This retail study was then subject to a peer review analysis, which
provided input and commentis regarding the study approach and findings. Since these analyses
were completed the retail component of the Shadelands Gateway Specific Plan has come to be
known as The Orchards at Walnut Creek, or the “Project.”

The prior study conducted for the Shadelands Gateway Specific Plan is a different kind of study
than the present study, which focuses on the prospective urban decay impacts of the Project. As
such, the study approaches vary. The market analysis focused on identifying supportable retail
space at the Gateway site, essentially starting from the “bottom up,” by first examining prospective
consumer demand within a prescribed study area, which in the case of this study included four
census tracts, and then determining the level of support available for o prospective shopping
center. An urban decay study takes a different approach, which is more of a “top down” approach.
An urban decay study, conducted in the context of environmental analysis assessing a project’s
impact on the environment, presumes that a project will be built and will be successful. The
analysis then examines what this presumed success would mean for the most relevant portion of
the commercial retail sector, and by extension the commercial real estate base. While the primary
focus of a market study is to determine market demand for a project, the urban decay study starts
with the premise that the project, as defined, will be successful. The urban decay study then extends
this analysis to include other cumulative projects with the potential for development relatively
concurrent with the project under study.

Because of this major difference in approach the findings for the current urban decay study vary
from the findings of the prior market study. Another major distinction between the two studies is the
degree to which Safeway’s identity as the anchor tenant was given weight in the analysis. This is a
critical piece of information for the urban decay study and helps determine and shape a number of
important project assumptions, all of which are noted in the urban decay analysis. While the study
approaches are different, ALH Economics reviewed the prior studies and utilized information to
inform the urban decay study where relevant. However, all data resources and analyses contained
herein are separate and independent of the prior studies.
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STUDY TASKS

ALH Economics engaged in numerous tasks to complete this assignment assessing the prospective
urban decay of The Orchards at Walnut Creek shopping center. These tasks included the
following:

s |dentified the Project’s market areq, i.e., the area from which the majority of The Orchards
at Walnut Creek shopping center consumers are anticipated to originate;

e Developed a prototypical retail program for the Project;

* Estimated the Project’s retail sales;

¢ Conducted fieldwork to review the Project’s development site and evaluate existing market
conditions;

e Conducted retail sales leakage analyses for the cities of Walnut Creek and Concord;

e Estimated demand generated by households added to the market area by the time the
Project achieves stabilized sales;

e Estimated the Project’s required capture rate of market area demand;

Estimated the Project’s impacts on existing retailers;

|dentified planned retail projects in relevant areas;

Assessed the cumulative impacts of planned retail projects; and
Assessed the extent to which operations of the Project and the cumulative projects may or
may not contribute to urban decay.

The findings pertaining to these tasks are reviewed and summarized in this report, with analytical
findings presented in the exhibits in Appendices A and B.

STUDY RESOURCES AND REPORT ORGANIZATION
Study Resources

Many resources were relied upon for this study. This included information provided by First Carbon
Solutions — Michael Brandman Associates; Property Development Centers, LLC; the Planning
Departments in the cities of Walnut Creek, Concord, and Pleasant Hill; and individuals engaged in
commercial real estate familiar with the area’s retail market. Detailed commercial market data
were generated from CoStar, a commercial real estate information company, and provided by CB

Richard Ellis.

Additional study resources included the California State Board of Equalization; the U.S. Bureau of
the Census, American Community Survey; Nielson Reporis, a national provider of economic and
demographic data; and Neilson Trade Dimensions. Some retail sales data were provided by Retail
MAXIM’s Alternative Retail Risk analysis for Alternative Capital, July 2012, and earlier editions.
Inflationary adjustments were prepared based upon the U.S. Bureau of Labor Statistics’ Consumer
Price Index for all urban consumers in the Western U.S. Region. All sources are cited as relevant in
the study exhibits.
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Report Organization
This report includes 10 chapters, as follows:

I. Executive Summary

Il.  Introduction

Ill.  Project Sales Estimation

IV. Market Area Definition and Retail Characterization

V. Market Area Demographics and Retail Spending Potential
VI. Project Sales Impact Analysis

VIl. Grocery and Food Store Impacts

VIII. Fitness Center Impacts

X. Cumulative Project Impacts

X.  Urban Decay Determination

This report is subject to the appended Assumptions and General Limiting Conditions.
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lll. PROJECT SALES ESTIMATION

A description of the planned Orchards at Walnut Creek Project and ALH Economics’ estimates of the
total retail sales generated by the Project are presented below. This includes sales generated by retail
category. This estimate is necessary to facilitate analysis of the Project’s urban decay impacts.

PROJECT DESCRIPTION

The Orchards at Walnut Creek Project is located at the intersection of Ygnacio Valley Road and Oak
Grove Road in Walnut Creek, California. The Project site is currently vacant and comprises a portion
of The Shadelands Gateway Specific Plan Area. The Project will be anchored by a 55,000-square-foot
Safeway store. This store comprises the relocation and expansion of the existing Safeway store at the
Encina Grande shopping center located across Ygnacio Valley Road from the Project site. The existing
store is 22,500 square feet, thus the new store will comprise a net expansion of 32,500 square feet.
The new store will include a pharmacy, which is not present in the existing store that will be relocated.

In addition to the Safeway store development, the Project will include 25,000 square feet of restaurant
space, 100,000 square feet of retail space (excluding restaurant space), and possibly 45,000 square
feet for a health club. In all, there will be approximately 225,000 total square feet of commercial
space, of which 202,500 square feet will comprise net new retail space. Given the new development
site location, the existing Encina Grande Safeway store is anticipated to remain open and available to
customers throughout the construction period. The Project’s distribution of space by use is presented in
Exhibit 1. This includes reference to Safeway’s net change in square footage.

In order to support the analysis, ALH Economics developed assumptions regarding the prospective
distribution of the 100,000 square feet of retail space planned for the Project. Tenants for this portion
of the Project have not yet been determined by PDC. ALH Economics developed working assumptions
for the space based upon review of the tenant mix at other Safeway-anchored shopping centers
developed by PDC, experience in the retail industry, and professional judgment.

The tenant retail categories selected are consistent with categories defined by the State of California
Board of Equalization (“BOE"), which collects and reports business count and toxable sales data by
retail category. This study makes strong use of these BOE data, as they comprise the best available
sales trend data for locations in California. Therefore, it is important to use the BOE’s defined retail
sales categories for analytical purposes to maximize the use of these data. Accordingly, ALH
Economics’ analysis is benchmarked to these categories, which generally include:

e Motor Vehicle & Parts Dealers

e Home Furnishings & Appliances

+ Building Materials & Garden Equipment
e Food & Beverage Stores

¢ Gasoline Stations

+ Clothing & Clothing Accessories

¢ General Merchandise Stores
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¢ Food Services & Drinking Places (Restaurants)
“Cther Retail” Group®

ALH Economics’ distribution of tenant spaces assumes retailers would be spread across only a few
merchandising categories due to the Project’s neighborhood-serving nature and relatively small size.
These categories for the 100,000 square feet of non-anchor or restaurant space, and assumed
square footages are presented in Exhibit 2 and summarized in Table 1.

Table 1. Assumed Allocation of 100,00 Sq. Ft. of Commercial Space

Square

Proposed Tenant or Retail Category Percent Fest

Motor Vehicle & Parts Dealers 0% 0
Home Furnishings & Appliances 20% 20,000
Building Materials & Garden Equipment 0% 0
Gasoline Stations 0% 0
Clothing & Clothing Accessories 20% 20,000
General Merchandise Stores 0% 0
Other Retail Group 40% 40,000
Non-Retail Uses 20% 20,000
Total 100% 100,000

Source: Exhibit 2.

As noted, the 100,000 square feet are assumed to be distributed among four general categories,
including home furnishings & appliances, clothing & clothing accessories, a broad other retail
category that includes numerous types of retail such as office supply, pet supply, etc., and non-retail
uses including bank/financial and personal services, such as hair and nail salons.

Overall, the assumptions for the distribution of the entire Project’s total and net incremental space by
retail category are summarized below in Table 2. This is inclusive of the existing and new Safeway

store space, the proposed restaurant and additional space, and the proposed health center.

Table 2. Estimated The Orchards at Walnut Creek Distribution of Retail Categories

Proposed Net Square

Proposed Tenant or Retail Category Square Feet Feet

Grocery 55,000 32,500
Home Furnishings & Appliances 20,000 20,000
Clothing & Clothing Accessories 20,000 20,000
Other Retail Group 40,000 40,000
Restaurant 25,000 25,000
Health Club 45,000 45,000
Non-Retail Services 20,000 20,000
Total 225,000 202,500

Sources: Exhibits 1 and 2.

® “Other retail” stores include a wide range of retailers, such as pet supplies, office supplies, sporting
goods, jewelry, book stores, florists, and gifts.
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PROJECTED SALES
Approach

PDC has indicated its intention to host a ribbon cutting for its new store on October 1, 2015. For
analyfical purposes, therefore, this study assumes the Project’s first full year of operations will be
2016. To facilitate the study, however, the analysis is conducted assuming sales in year 2013 dollars.
Stabilized sales are not expected to occur the first year of store operations, but rather the second or
third year, which is typical of new retail operations.

Store sales projections were prepared differently by type of prospective retail tenant. Two methods
were employed, one for the Safeway store and one for all other retail tenants. A description of these
methods follows.

Safeway Store Sales

A sales projection for the expanded Safeway store was developed based upon examination of a
compilation of grocery store sales performance data prepared by Nielson Trade Dimensions, a
vendor that provides individual store weekly sales estimates as well as estimated store sales selling
area. ALH Economics reviewed the Trade Dimensions data specifically relative to Safeway store
performance in the general Walnut Creek area, including Concord and Pleasant Hill. This includes the
existing Safeway store at the Encina Grande neighborhood shopping center. This examination
indicated that Safeway stores in the area typically outperform Safeway and average grocery industry
performance.” Review of Safeway annual reports indicates that in 2012, the average Safeway store
achieved sales totaling $506 per square foot.> In 2013, grocery industry average performance is
estimated to be about $560.° Based upon the Trade Dimensions data findings, however, ALH
Economics assumes the new Safeway will achieve sales in excess of these average figures. This higher
figure is estimated at $760 per square foot. This is also assumed to reflect the store’s existing level of
performance. The Safeway store is therefore assumed to achieve total annual sales of $41.8 million,
with $24.7 million comprising incremental sales (see Exhibit 2).

Of the total Safeway sales, 8.7% is estimated to comprise pharmacy sales, or approximately $3.6
million. This 8.7% figure was reported in Safeway’s SEC 10-K form for 2012.7 For analytical
purposes, these sales are grouped with the Project’s other retail sales, as this is how the BOE reports
drug store sales at the city level.

4 Nielsen's Terms of Use for the Trade Dimensions data prevent publishing individual store
performance information. Therefore, the report refers to generalities about relative food store
performance.

° Calculation derived from information included in Safeway’s 2012 Annual Report end 2012 10-K
prepared for the SEC. Per the 10-K, Safeway sales in 2012 totaled $44,206.5 million. Fuel sales were
$4,974.2 million, leaving $39,232.3 million for sales excluding fuel {page 80). Total retail square footage
at year-end 2012 was 77.6 million square feet (page 8). This equates to a sales equivalent of $506 per
square foot.

° See Exhibit B-2, which presents industry average figures.

7 Safeway Inc., "Form 10-K, For the Fiscal Year Ended December 29, 2012," page 80.
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All Other Retail Store Sales

In order to estimate the annual sales performance of the Project’s 100,000 square feet of retail space
and additional 25,000 square feet of restaurant space, ALH Economics matched the assumptions
regarding the type of tenant likely to occupy the space with corresponding sales-per-square-foot
figures. Estimates were not prepared for the Health Club or the non-retail services. Sales generated by
these uses are not reported by the State of California BOE in a manner that is conducive to
comparative analysis. Such sales are typically not reflected in urban decay analyses. Further, the
analysis later considers a non-sales based approach to assessing the Health Club.

The sales per square foot figures are based on information available from Retail MAXIM, which
annually publishes an industry resource document that reports average sales per square foot figures
for many national retailers and aggregates the data by specific retail categories. ALH Economics
tracks Retail Maxim’s store performance estimates, with an inflation-adjusted data trend inclusive of
sales performance figures from 2009 through 2012 presented in Exhibit B-2. Averaging these figures
and inflation adjusting to 2013 dollars is believed to provide a reasonable estimate of potential store
sales performance for relevant categories. While specific retail and restaurant operators have not
been identified, the retail spaces were matched to categories included in the Retail Maxim retail
survey. The resulting sales figures, cited in Exhibit 3, include the following:

s $288 per square foot for the home furnishings & appliances category, reflective of the Retail
Maxim average for domestics and furniture, which includes retailers that sell kitchen wares,
bedding, mattresses, and furniture;

e 3466 per square foot for the clothing & clothing accessories space, reflective of the Retail
Maxim average for apparel, which includes specialty apparel, shoes, and accessories;

¢ $479 per square foot for the restaurant space, based on the average sales among major
national restaurant chains;

e 3345 per square foot for the portion of the retail space allocated to other retail, reflective of
the Retail Maxim estimate for a range of categories that correspond with the BOE other retail
sales category, including fragrances, office supplies, sports, pet supplies, toy stores, music
stores, and gifts, hobbies, and fabrics; and

¢ There are no competitive retail sales associated with the non-retail services uses.

All of the sales per square foot assumptions are presented in Exhibit 3, with additional back up data in

Exhibit B-3.

Based upon the preceding store sales per square foot figures, the Project’s annual retail store sales
estimate is documented in Exhibit 3 and summarized below in Table 3. The total annual sales in 2013
dollars are estimated at $82.7 million. This reflects the total sales inclusive of the portion of Safeway
sales relocated from the Encina Grande shopping center location. Net of these sales, the Project’s
anticipated annual retail sales total $65.6 million.
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Table 3

Estimated The Orchards at Walnut Creek Sales by Type of Retail

Total Sales and Net of Existing Safeway Sales

Proposed Tenant or Retail Category Total Sales Net Sales
Groeery $38,163,400 $21,063,400
Home Furnishings & Appliances $5,758,568 $5,758,568
Clothing & Clothing Accessories $9,319,948 $9,319,948
Other Retail Group $17,446,346 $17,446,346
Restaurant $11,982,417 $11,982,417
Health Club NA NA

Non-Retail Services NA NA

Fesle] $82,670,678 $65,570,678

Source: Exhibit 3.

As noted in Table 3, the largest component of Project sales is the grocery component of Safeway’s
sales, with $38.2 million total sales and $21.1 million net sales. This does not include the portion of
sales anticipated for the Safeway pharmacy. These sales are folded into the other retail sales, as noted
above. The next largest increments of estimated Project sales include $17.4 million in other retail
sales, $12.0 million in restaurant sales, $9.3 million in clothing & clothing accessories sales; and $5.8

million in home furnishings & accessories sales.
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IV. MARKET AREA DEFINITION AND RETAIL CHARACTERIZATION

This report chapter discusses the approach to estimating The Orchards ot Walnut Creek’s market
area, which is the area from which the maijority of shoppers are anticipated 1o originate. This chapter
describes the market area and characterizes the area’s existing retail inventory

APPROACH TO DEFINING MARKET AREA

The Project’s market area definition is based on the principle that most consumers will travel to the
shopping destination most convenient to their homes given the type of goods available. A market area
is the geographic area from which the majority of a retail shopping center’s demand is anticipated to
originate. Several tasks were completed to identify the Project's market area, foremost of which
included mapping the location of the Project relative to other Safeway stores, especially existing or
planned Lifestyle stores, and consideration of consumer origin data provided by Safeway.

MARKET AREA CONCEPTUAL DESCRIPTION

In developing a market area, ALH Economics strives to identify the area from which the majority of
demand for a shopping center will originate, typically at least 70%, based upon the following industry
resources.

Materials published by major industry organizations indicate that a retail store’s trade area generally
supplies 70% to 90% of the store’s sales, while the remaining 10% to 30% of sales are attributed to
consumers residing outside of the store’s market area. In its Shopping Center Development
Handbook, Third Edition, the Urban Land Institute (UL) states the following:

“A site generally has a primary and a secondary trade area, and it might have a tertiary area.
The primary trade area should generally supply 70 to 80 percent of the sales generated by the
site. These boundaries are set by geographical and psychological obstacles.”®

ULl is a nonprofit research and education organization representing the entire spectrum of land use
and real estate development disciplines. Among real estate, retail, and economic development
professionals, this organization is considered a preeminent educational forum.

Information published by the International Council of Shopping Centers {(ICSC), a trade association
for the shopping center industry, also provides instructional information about market area definitions.
In the recent publication Developing Successful Retail in Secondary & Rural Markets, the ICSC says:

“A trade area is the geographic market that you will be offering to potential retailers as a
consumer market. ... Defining a retail trade area is an art and a science. In general, a trade
area should reflect the geography from which 75-90 percent of retail sales are generated.
Different stores can have different trade areas based on their individual drawing power and
the competitive market context.””

8 Shopping Center Development Handbook, Third Edition, Urban Land Institute, 1999, page 44.
? Developing Successful Retail in Secondary & Rural Markets, International Council of Shopping Centers in
cooperation with National Association of Counties, 2007, page 7.
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In summary, these industry resources suggest that a retail project’s trade area, or market area,
typically is defined as the geographic area from which at least 70% of demand is anticipated to
originate.

PROJECT MARKET AREA DEFINITION

ALH Economics conducted research to develop an estimate of the market area for the Projedt, i.e., the
area from which the majority of shoppers will originate. For the purpose of this study Safeway made
available customer sales data for the existing Encina Grande store. These data included point in time
sales generated by shoppers on a zip code basis. From these data, it was possible to determine the
zip code areas that generate the greatest level of support for the existing Safeway store. The four zip
codes that encompassed approximately 80% of the Safeway shoppers were then mapped to observe
their geographical locations and distribution. Because zip codes are large and irregularly shaped,
ALH Economics superimposed the zip codes over a census tract map to identify the census tracts that
would best comprise the market area for the Project. An advantage of using census tracts is that the
market area definition is easily defined, easily replicable, and key demographic estimates and
projections are readily available in this format.

Once the zip codes and census tracts were superimposed, ALH Economics refined the edges of the
market area based on the location of the nearest other Safeway stores. This refinement is based upon
the assumption that consumers will shop at the Safeway store closest to their home, especially other
Lifestyle or otherwise updated and expanded stores. These stores are plotted on Exhibit 4, including
store size. ALH Economics then identified multiple intersections within the census tracts closest to the
Project site. These intersections were tested using mapping software to determine which Safeway store,
including the planned Project site, was closest in proximity and involved the shortest travel time.

The testing results identified six census tracts for which the Project’s Safeway store will be the closest or
approximately tied on average for the closest store. The census tracts are noted on Exhibit 4, and are
listed in Exhibit B-3.'° The census tracts encompass a portion the City of Walnut Creek and a small
portion of the City of Concord. In some cases the Project site is as close to the census tract residents as
are other Safeway stores, or involve comparable travel time, and thus the Project will have potential to
draw some demand from these census tracts. This is especially the case in census tract 3340.06,
located to the north northeast of the Project site. For this census tract the Project site’s travel time and
distance from nine intersections were tested compared to the two Safeway stores on Clayton Road in
Concord. On average, the results indicated that the Clayton Road stores were closer, but travel time
was in many cases the same or faster to the Project site. It is assumed that shoppers living in this
census tract seeking to grocery shop on their way home from other locations, such as work or other
shopping expeditions, would be more likely to use the proposed store given its location en route.
Based on this, census tract 3340.06 was included in the market area. The Project’s Safeway store will
compete with other Safeway stores for shoppers from this area, but ALH Economics concluded that at
least some of these shoppers will be likely to use the store. The same is true for census tract 3382.01,
which is bookended by the Project site but also includes a Safeway store in Countrywood Shopping
Center. Again, shoppers in this census tract will be drawn to both stores, yet it is clear from its location
that the proposed store will draw from this area and thus it should be included in the market area.

' These census tracts include 3373, 3553.02, 3383.02, 3383.01, 3382.01, and 3340.06, and

encompass portions of both Walnut Creek and Concord.
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MARKET AREA SUPPCRT OF PROJECT SALES
Project Sales Generated by Market Area Residents

For the purpose of this study, ALH Economics developed an estimate of the percentage of sales
achieved by the Project’s retailers from market area resident spending. This estimate is based on
considering the geographic size of the market area, the Project size and tenant crientation, population
density of the area, amount of existing retail in the market area, and the potential to attract demand
from vehicular traffic along Ygnacio Valley Road, including evening commuters en route home after
work as well as people who work in the area (e.g., Shadelands Business Park) but live elsewhere.
Pursuant to all these considerations, as well as the provided Safeway shopper data, ALH Economics
estimates that 80% of the Project’s demand would be generated from market area shoppers.

Pursuant to this 80% market area sales assumption, the estimated portion of Project sales generated
by market area residents is $66.1 million and the estimated portion of sales generated from other
sources is $16.5 million. These $16.5 million in out of market area sales include $7.6 million for
groceries, $2.4 million for and $6.5 million for the balance of retail goods.

Of the $66.1 million market area portion, $52.5 million is estimated to be in addition to the existing
Encina Grande Safeway store sales (see Exhibit 5). Of the $52.5 million net sales contributed by
market area residents, $16.9 million is estimated to be Safeway grocery sales with $35.6 million
generated for the Project’s other retailers, including the Safeway pharmacy. The balance of the
Project’s sales are anticipated to originate from other sources, such as employees ot Shadelands
Business Park and other shoppers traveling through the area.

Ovutside Market Area Sales Assumption Reasonableness

In support of the outside of market area sales assumption, the aforementioned market demand
analysis conducted in April 2012 for the Shadelands Geteway Specific plan estimated that 3,710
people worked at Shadelands Business park at the time of the last decennial census (i.e., 2010). No
update to this figure is available, but this provides a general estimate of the potential employment
base at Shadelands Business Park. A key industry resource provides estimates of worker refail
spending during the workday. This resource is the publication “Office-Worker Retail Spending in a
Digital Age,” prepared by the International Council of Shopping Centers in 2012. Pursuant to figures
included in this report, and presented in Exhibit B-1, ALH Economics estimates that during the
workday, the average office worker in an urban area with ample retail offerings spends the following
on an annual basis during the workday, including to and from their workplace:

e 32,096 for full-service restaurants and fast food;

+ $1,230 on groceries; and

¢ $5,644 on other retail items, such as personal care shops, office supplies, department stores,
drug stores, electronics, jewelry stores, entertainment, clothing, and other goods.

These figures suggest that the approximate 3,710 Shadelands Business Park employees make annual
workday purchases totaling $7.8 million for restaurants and fast food, $4.6 million for groceries, and
$20.9 million for all other retail items. These figures exceed the share of Project sales anticipated to
be generated from outside the market area, with the exception of the $4.6 million grocery figure,
which comprises approximately two-thirds the $7.6 million estimate of sales generated from outside
the market area. There will be many factors that determine how much of these estimated Shadelands

The Orchards at Walnut Creek 19 ALH Urban & Regional Economics

Final Environmental Impact Report - Best Development Grocery Outlet

2.0-81



2.0

COMMENTS ON DRAFT EIR AND RESPONSES

Business Park employee expenditures occur at the Project versus other retail outlets, including factors
such as where workers live and their associated commute patterns, the type of retail good being
sought, and the range of available retail outlets available at the Project compared to other retail
venues. Therefore, the Project will have the potential to capture a portion, but not all of these sales.
However, these figures support the assumption that a portion of demand for the Project will originate
from outside the market area, including probable Shadelands Business Park employees, and support
the reasonableness of the 20% out of market area sales assumption for the Project’s sales.

MARKET AREA RETAIL ORIENTATION

At up to 225,000 square feet, the Project would be positioned as a neighborhood or community
shopping center, with PDC’s concept more akin to a neighborhood center. This is consistent with the
grocery store anchor planned for the Project. The Project would comprise a strong addition to the
market area’s retail base, which also includes several other existing neighborhood or community
shopping centers. The following text describes the shopping centers, which are mapped in Exhibit 6.
All but one of the shopping centers is located in the Walnut Creek portion of the market area.

Market Area Shopping Centers

The market area shopping center closest to the Project site is the Encina Grande shopping center
where the existing 23,500-square-foot Safeway store is located. This neighborhood shopping center is
immediately across the street from the Project site, located at the southwest corner of Ygnacio Valley
Road and Oak Grove Road. The center, built in 1965, is dated, and includes numerous other retail
tenants, including Walgreens, 1000 Oaks Hardware, Leslie's Swimming Pool Supplies, the UPS Store,
Radio Shack, a drycleaner, many eating establishments, and select personal services. The center is
currently operating with four small shop vacancies. After Safeway leaves this center, which totals
102,413 square feet, the current property owner, Regency Centers, plans to redevelop the center. The
first phase is anticipated to begin in 2015, after some additional leases expire. Whole Foods has
signed a lease to begin operations in the fall of 2016. This will be approximately one year after the
Project opening.

The redevelopment of Encina Grande shopping center will include the following four components: 1)
demolition of the existing Safeway and Walgreens spaces and construction of a new, larger 37,500-
square-foot footprint for Whole Foods; 2) moving Walgreens to an expanded end cap space with a
drive thru; 3) remodel and facade upgrade to the remaining center; and 4) upgrades to the parking
lot, landscaping, and pedestrian areas. The renovated center will be slightly larger, at approximately
106,000 square feet. However, the overall shop space will decline given the expanded grocery and
pharmacy space for Whole Foods and Walgreens and increased parking area. Of the four existing
vacancies, two will be incorporated into the Whole Foods store and the other two are not being
marketed at this time. While the center is dated, it is in good condition and does not show any signs of
urban decay or deterioration.

Another dated shopping center located near the Project site is Citrus Marketplace, located on Oak
Grove Road one block north of Ygnacio Valley Road. This approximately 100,000-square-foot
shopping center fronts on Oak Grove Road and does not have accessibility from Ygnacio Valley Road.
The center is located across Oak Grove Road from the Shadelands Gateway Specific Plan Area,
almost but not quite across from the portion of the site on which The Orchards at Walnut Creek will
be developed. This center is also an older center, and was last remodeled in approximately 1994, at
which time the property was rezoned 1o establish a new Planned Development (PD). At that fime new
commercial square footage was added and the center was redesigned to include the current Nob Hill
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Foods grocery store that anchors the center, which was limited to 38,000 square feet of gross floor
area, and additional retail square footage. The grocery store was inconsistent with the provisions of
the prior Planned Development zoning for the site. The PD zoning established in 1994 identified
permitted uses on the site and set guidelines for other uses, such as limiting the number of
restaurants, banks/savings and loan offices, and real estate offices. In 2007, BevMol replaced Long’s
as the center’s junior anchor tenant.

Today, Citrus Marketplace exhibits signs of decline as a neighborhood shopping center, with few retail
tenants other than restaurants and the referenced Nob Hill Foods and BevMo! Grocery store sales
performance data, suggests that the Nob Hill Foods is a moderate-performing grocery store,
achieving below industry average sales. A large portion of the center’s shop space is devoted 1o
personal and other services and youth-oriented activities, such as the Mildly Il and Children’s Medical
Center, a karate studio, My Gym (a children’s fitness center), and a Weight Watchers center. The
center currently has two small shop vacancies, totaling 2,500 square feet, with two additional
vacancies anficipated by the end of 2013, totaling another 3,780 square feet. The two existing
vacancies have been prolonged vacancies. One of these vacancies, a former coffee shop, has been
vacant approximately 3-4 years, and the other vacancy, a former ballet studio, has been vacant for
five years, and was vacant for a prolonged period prior to the ballet studio’s tenancy. While these
vacancies have been prolonged, another recent vacancy, a Carl’s Jr.,, was backfilled within
approximately three months by a family restaurant. Thus, while this center appears to be in general
decline given its high proportion of non-retail tenants and two prolonged vacancies, it continues to
have some, albeit limited market appeal to new retail tenants.

The next nearest shopping location in the market area is Qak Grove Plaza, ot the southwest corner
of QOak Grove Road and Treat Boulevard. This approximately 120,000-square-foot center is located
in Concord approximately 0.9 miles from the Project site, near the edge of the market area. Trader
Joe's is the grocery anchor at this shopping center, which is accompanied by Pet Food Express. Other
tenants at this center include two fitness facilities, Curves and Concord CrossFit, a pharmacy, a
sporting goods store, several services such as beauty salon, photo lab, nail salon, and cleaners, and
other neighborhood-serving uses. This center has no visible vacancies, appears to attract a high
customer volume, and is in good physical condition.

Ygnacio Plaza is a neighborhood shopping center 1.3 miles west of the Project site, located on
Ygnacio Valley Road. This approximately 110,000-square-foot center is located near the western edge
of the Project’s market area. In contrast to the other market area shopping centers, this shopping
center does not feature an anchor supermarket. Instead, Fresh and Easy is located at this center as the
only food store. Tesco, the owner of the Fresh and Easy brand, recently moved to divest of the chain
and successfully found a buyer. In the process, many Fresh and Easy store locations were closed, but
this location appears to have been retained by the chain and is anticipated to successfully change
ownership. There was an approximately 35,000-square-foot Albertson’s grocery store at this center,
which was successfully backfilled by Sports Basement in 2007. Other tenants at this shopping center
include Fitness 19, Lemonade (a children’s boutique), Encore Theatrical Supply, Walkabout Footwear,
and others. This center also features numerous restaurants and services, such as Mooyah Burgers
Fries and Shakes, Subway, Yoppi Yogurt, European Wax Center, an optometrist, and an education
center. This center appears busy and in good condition. As of September 2013 there was one small,
very recent shop vacancy with 3,100 square feet. The Plaza’s leasing agent indicates the center is
typically 100% occupied, and anficipates this new vacancy will lease quickly.

The final market area shopping center is Countrywood Shopping Center, located at the western
edge of the market area. Situated 1.4 miles from the Project site, this is a community shopping center
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anchored by a 24-hour Safeway store approximately 50,000 square feet in size. The center totals
approximately 150,000 square feet and is located at the southeast corner of Treat Boulevard and
Bancroft Road. This center includes two other larger retail tenants, McCaulou’s Department Store and
CVS. Countrywood Fitness is also located at this center. There are numerous other retailers located at
Countrywood, such as a home interiors store, a music store, a florist, and swim shop, plus restaurants
and services. This shopping center appears to have strong customer volume, has no visible vacancies,
and is in good physical condition.

Summary of Market Area Retail Characteristics

As the preceding review indicates, some of the market area’s existing shopping centers are older,
dated shopping centers, while others appear to be strong performing shopping centers. All of the
centers have a major food store or other food sales tenant, and more than halt include a fithess
facility. The centers in general provide a range of retailers, restaurants, and services, providing a
strong retail base for the surrounding residents. The centers generally have strong occupancy, with
only Citrus Marketplace characterized by chronic vacancies. Even with these chronic vacancies the
center is well-maintained, thus there is no existing evidence of urban decay or deterioration in the
market area.

The market area’s existing centers are primarily neighborhood-oriented, excepting Countrywood
Shopping Center, which has more of a community orientation given the tenancy of McCaulou’s
Department Store. When developed, the Project will be the largest retail shopping center in the market
area. The Project is proposed to be 225,000 square feet, with the majority of the existing market area
shopping centers in the 100,000- to 120,000-square-foot range. Countrywood Shopping Center,
home of the market area’s only 24-hour grocery store, is larger than the other market area shopping
centers at 150,000 square feet, but is still smaller than the proposed Project. Thus, upon completion,
the Project will be the largest retail center in the market area.

While the five identified shopping centers are located in the Project’s market area, the centers will not
necessarily serve the market area to the same extent as the Project. The Project’s market area was
defined to identify the geography from which the majority of the Project’s shoppers will originate.
Every shopping center has its own unique market area, such that nearby shopping centers may have
some market area commonality, but not necessarily 100% overlap. The shopping centers located at
the periphery of the market area, which include Ygnacio Plaza, Countrywide Shopping Center, and
Oak Grove Plaza, all have portions of their own market areas that are unique from the Project’s
market area. Thus, only a portion of the market areas for these centers will overlap with the Project.
Hence their draw on demand from within the Project’s market area will be less than the Project’s
draw. In contrast, other centers located more proximate to the Project are likely to have more
comparable market areas. These include Encina Grande shopping center in its current condition and
Citrus Marketplace. These small centers are located effectively adjacent to the Project, and thus likely
have market areas with strong similarities. In the future, however, assuming Encina Grande is
redeveloped as planned, the market area for Encina Grande shopping center is likely to shift and be
larger than the Project’s market area because of the relatively unique draw of Whole Foods, with only
one other Whole Foods in the combined cities of Walnut Creek and Concord. Thus, while the Project
will be the largest shopping center in the market area, the redeveloped Encina Grande shopping
center will likely draw customers from a wider area. This will only be the case when the Encina
Grande shopping center is fully redeveloped, which is anticipated to occur approximately one year
following the Project’s completion.
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V. MARKET AREA DEMOGRAPHICS AND RETAIL SPENDING POTENTIAL

This report chapter identifies the market area’s demographic characteristics, including in comparison
to the cities of Walnut Creek and Concord. The chapter additionally estimates retail demand
generated by the market area’s residents and the relationship between projected market area retail
demand and the Project’s forecasted sales.

DEMOGRAPHIC CHARACTERISTICS

Demographic estimates and projections for the Project’s market area indicate that the market area
has an estimated 2013 household count of 9,916 (See Exhibit 7). The population equivalent is
27,160. This is for the six census tracts that collectively comprise the market area. By 2016, the first
estimated year of full operations for the Project, the household count is forecasted to increase to
10,077, for a nominal increase of 161 households. By 2018, a couple years after full operations, the
household count is forecast to rise to 10,188, or by an additional 111 households. These forecasts
are based upon data prepared by Nielson Reports, a national provider of economic and demographic
data. The market area population counts for the same time periods include 27,160 in 2013, 27,536
by 2016, and 27,791 by 2018.

The market area census tracts encompass portions of the City of Walnut Creek and the City of
Concord. The majority of the market area is located in Walnut Creek pursuant to the map in Exhibit 4,
but two of the census tracts include portions of Concord (census tracts 3382.01 and 3373) and one
census tract is completely located in Concord (census tract 3340.06). Demographic data for Walnut
Creek and Concord are also presented in Exhibit 7. The household counts for Walnut Creek and
Concord in 2013 comprise 31,479 and 45,426, respectively, for a total of 76,905. Thus, the market
area’s 2013 household count of 9,916 comprises 13% of the combined city total. The market area’s
2013 population comprises a slightly higher 14% share of the combined city total of 191,015.

INCOME CHARACTERISTICS

The Project’s market area comprises very affluent portions of each respective City. In 2013, the market
area’s average household income is estimated at $152,311 (see Exhibit 8). The overall range across
the census tracts is $122,012 to $199,027. All of these figures are greater than the averages
throughout Walnut Creek and Concord, where 2013 average household incomes are estimated at
$115,855 and $83,996, respectively. These figures indicate strong retail spending potential by the
market area’s households, especially in contrast to the balance of Walnut Creek and Concord.

MARKET AREA RETAIL DEMAND POTENTIAL
Approach to Estimating Retail Demand

ALH Economics prepared a retail spending potential analysis, or demand analysis, for the Project’s
market area households. This spending analysis takes into consideration average household income,
the percent of household income spent on retail goods, and prospective spending on retail by the
same retail categories reported by the BOE. Pursuant to data published by the U.S. Bureau of Labor
Statistics, 2012 Consumer Expenditures Survey, households in the income group with annual
household incomes over $70,000 throughout the United States spent an average of 25% of
household income on the type of retail goods tracked by the BOE. This is the highest income bracket
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analyzed by the Consumer Expenditures Survey, and these households had average household
incomes of $133,437 before taxes. These income parameters are the most appropriate Consumer
Expenditures Survey match for the market area. Therefore, ALH Economics assumes that for the
market area households, 25% of income will be spent on retail goods.

As a proxy for household spending patterns, ALH Economics analyzed statewide taxable sales trends
for 2011 and converted them to estimated total sales. The results, presented in Exhibit B-4, indicate
that household spending by retail category ranges from a low of 5.4% on home furnishings &
appliances to a high of 18.0% on food & beverage stores.

Market area retail demand projections for the market area’s current and future household bases were
estimated based upon the percent share of income spent on retail and estimated distribution of retail
spending. The demand projection for the current household base is presented in Exhibit 9, the
demand estimates for the incremental new households is presented in Exhibit 10. These demand
estimates are then combined in Exhibit 11 which presents the total demand estimate for the current
2013 time period as well as future household demand in 2016 and 2018, all in 2013 dollars.

Retail Demand Findings

The household demand estimates in Exhibit 11 are summarized below in Table 4. This indicates that
the current household base has the estimated potential to spend $377.6 million on retail goods. The
largest share of spending is for food & beverage stores, which totals $68.1 million for the existing
household base. This demand figure will increase only nominally to $69.2 million by the time the
Project is fully operational, and to $70.0 million shortly thereafter by 2018.

Table 4. Market Area Retail Demand Estimates, in millions of 2013 dollars

Existing All Future Households

Type of Retailer 2013 By 2016 By 2018

Motor Vehicles and Parts Dealers $46.1 $46.9 $47.4
Home Furnishings and Appliance Stores $20.4 $20.7 $21.0
Building Materials and Garden Equip $22.6 $22.9 $23.2
Food and Beverage Stores $68.1 $69.2 $70.0
Gasoline Stations $47.8 $48.6 $49.1
Clothing and Clothing Accessories Stores $25.6 $26.0 $26.3
General Merchandise Stores $52.2 $53.0 $53.6
Food Services and Drinking Places $47.4 $48.2 $48.7
Other Retail Group $47.3 $48.1 $48.6
Total $377.6 $383.7 $387.9

Source: Exhibit 11.

The market area retail demand figures summarized in Table 4 reflect the total retail spending
potential for the market area households, regardless of the location of retail venues where spending
occurs. These figures suggest that the existing Safeway store is already capturing a strong share of the
market area demand. Based upon the earlier analysis, the existing Safeway store is estimated to
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achieve $17.1 million in annual sales."” If 80% of these sales are generated by the market areq, as
suggested by the Safeway shopper data and assumed for the Project, then $13.7 million in store sales
are captured from the existing market area. This $13.7 million in sales is equivalent to a 20% capture
rate, or 1/5 all market area demand for grocery sales.

IMPLIED PROJECT MARKET AREA CAPTURE RATE

ALH Economics calculated the amount of market area demand the Project would need to capture if
the market area residents provide 80% of the support for the Project, as anticipated based upon the
market area definition process. The analysis supporting these calculations is presented in Exhibit 12,
which summarizes the Project sales estimated to be generated by market area residents and estimated
market area demand by 2016 and 2018, and then calculates the implied Project capture rate for the
total and net sales. The analysis is presented for 2016 as this is the first full year of operations for the
Project, while the analysis is projected for 2018 as a later stabilized year.

As indicated in Exhibit 12, and summarized in Table 5, for the Project to achieve the estimated level of
market area sales support totaling $66.1 million, the Project as a whole in 2016 would need to
capture 17% of all market area demand. The amount of demand by retail category varies based upon
the Project’s estimated distribution of sales. The implied market area demand capture rate is highest
in the food & beverages category, with 44% of market demand. This is a substantial increase over the
previously estimated 20% capture rate for the existing Encina CGrande Safeway store. Therefore, the
net increase in food & beverage capture will be 24%.

Table 5. Implied Market Area Project Sales Capture Rates
Based on 2016 Market Area Spending Analysis

Total Project Sales Net New Project Sales
Capture Capture

Type of Retailer Total Rete Total Rate
Motor Vehicles and Parts Dealers $0 0% $0 0%
Home Furnishings and Applicnce Stores 34,606,854 22% $4,606,854 22%
Building Materials and Garden Equip $0 0% $0 0%
Food and Beverage Stores $30,530,720 44% $16,850,720 24%
Gasoline Stations $0 0% $0 0%
Clothing and Accessories Stores $7,455,959 29% $7,455,959 29%
General Merchandise Stores $0 0% $0 0%
Food Services and Drinking Places $9,585,933 20% $9,585,933 20%
Other Retail Group $13,957,076 29% $13,957,076 29%

Total $66,136,542 17% $52,456,542 14%

Source: Exhibit 12.

" Comprising the existing 22,500 square feet at estimated sales performance of $760 per square foot (see
Exhibit 3 for sales per square foot).
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The necessary capture rates for the Project’s remaining anticipated sales categories are lower, ranging
from 20% for restaurants to 29% each for clothing & clothing accessories and the other retail group.

As noted previously, the Project will compete most strongly for shopper demand with other existing
shopping centers in the market area. For the Project to capture 44% of market area demand for food
& beverage sales at the time the Project becomes operational means that the remaining three market
area grocery stores (Nob Hill, Safeway, and Trader Joe's), one market area convenience store (Fresh
and Easy), and all other possible food stores would capture the remaining 56% of the demand.

For the Project’s Safeway to increase its share of market area sales from 20% to 44% implies that the
increase in captured sales would need to come from other sources. The retail demand analysis
indicated that not much growth is anticipated in the market area, and thus market area growth will
not provide for this increase in sales without sales being redirected from elsewhere. Already up to 20%
of the Project’s sales are anticipated to originate from outside the market area; therefore, the market
area demand is an important contributor of support for the Project and the anchor Safeway store. It is
therefore important to examine the overall retail market and the extent to which the overall market has
the capacity to absorb new sales or if the new sales will be shifted from elsewhere. These shifted sales
will not necessarily originate from within the market area, as there are other stores near the market
area in Walnut Creek and Concord where market area residents can readily shop. Thus, the following
impact analysis considers analysis of the Project in the context of the sales base for both the City of
Woalnut Creek and the City of Concord.
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VI. PROJECT SALES IMPACT ANALYSIS

This chapter assesses the extent to which the Project’s sales might impact the existing retail sales base.
It examines the characterization of the sales bases in Walnut Creek and Concord, the two cities
straddled by the Project’s market area, and then considers the extent to which the Project may or may
not divert sales away from existing retailers.

RETAIL SALES BASE CHARACTERIZATION
Approach

For the purpose of this study, ALH Economics characterized the retail sales bases of Walnut Creek and
Concord with regard to the extent to which they atiract or leak retail demand generated by their
population base. Toward this end, ALH Economics uses a retail model that estimates retail spending
potential for an area based upon household counts, income, and consumer spending patterns. The
model then computes the extent to which the area is or is not capturing this spending potential based
upon taxable sales data published by the State of California Board of Equalization (BOE) or provided
by local government municipal tax consultants. This analysis can be most readily conducted for cities,
groupings of cities, or counties, consistent with the geographies reported by the BOE.

For any study area, retail categories in which spending by locals is not fully captured are called
“leakage” categories, while retail categories in which more sales are captured than are generated by
residents are called “aftraction” categories. This type of study is generically called a retail demand,
sales attraction, and spending leckage analysis, or retail gap analysis. Generally, attraction categories
signal particular strengths of a retail market while leakage categories signal particular weaknesses.
ALH Economics’ model, as well as variations developed by other urban economic and real estate
consultants and economic analysts, compares projected spending to actual sales.

For the purpose of generating a Retail Demand, Sales Aftraction, and Spending Leakage Analysis for
the relevant cities, ALH Economics obtained taxable retail sales data for 3™ Quarter 2011 through 27
Quarter 2012 as reported by the BOE and adjusted the taxable sales to reflect total, more current
sales. These were the most recent BOE data available at the time the study was conducted. Using the
retail sales data, combined with household counts and household income figures estimated by
Nielsen Reports, ALH Economics conducted a Retail Demand, Sales Attraction, and Spending Leakage
Analysis. This analysis compared total estimated household spending to actual retail sales in both
Walnut Creek and Concord. To the extent possible, sales estimates were updated to reflect a more
current time period than measured by the BOE data. This included analyzing sales tax trend data in
Walnut Creek from 2™ Quarter 2012 through 1% Quarter 2013, to generate sales adjustment factors
by category to result in an estimated 2013 retail sales base. These data were provided by the City of
Walnut Creek via the City’s tax consultant. Comparable data were not available for the City of
Concord, therefore the Concord analysis was conducted based on 2012 sales. Retail sales for both
cities were also adjusted upward to adjust for nontaxable sales in key sales categories, including food
& beverage stores and the drug store component of other retail sales. All these adjustments are noted
as relevant in the analysis.
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Demographic Characteristics

ALH Economics’ Retail Demand, Sales Attraction, and Spending Leakage Analysis requires household
count, average household income, and percent of income spent on retail inputs for the area of
analysis. These data inputs or assumptions for Walnut Creek and Concord are summarized in Table

6.

Table 6. Housshold Count and Income Estimates

Average HH Incoms

Number of Percent Spent
City Year Households Amount on Retail
Walnut Creek 2013 31,479 $115,855 25%
Concord 2012 45,065 $84,507 30%

Sources: Exhibits 7 and 8.

As noted in Table 6, the household income profiles vary substantially between Walnut Creek and
Concord, with average incomes much higher in Walnut Creek. Accordingly, the percent of income
spent on retail is assumed to be greater in Concord, as these households have less disposable
income, and thus a higher percentage of spending on retail. These assumptions are generally
consistent with the aforementioned findings pertaining to the U.S. Consumer Expenditures Survey. As
referenced earlier, households in the income group with annual household incomes over $70,000
throughout the United States spent an average of 25% of household income on the type of retail
goods tracked by the BOE. The survey findings further indicated that U.S. household incomes overall
averaged $65,596 before taxes, with retail spending comprising 32% of total income. As incomes go
down, the percent of spending on retail increases. For example, households earning between
$50,000 and $70,000, with an overall average of $59,283, spent an estimated 36% of before tax
income on retail purchases. Based on these findings, and the respective average household incomes
of $115,855 in Walnut creek and $84,507 in Concord, ALH Economics assumed that the Walnut
Creek households would spend 25% of income on retail while the Concord households would spend
30% of income on retail.

Retail Demand, Sales Attraction, and Spending Leakage Findings

Cify of Walnut Creek. The estimate of Walnut Creek’s retail sales base pursuant to the most recently
available BOE data is presented in Exhibit 13. This figure, reflective of annual retail sales ending the
2" Quarter of 2012, is approximately $1.7 billion. Based upon interim changes in sales, including
the September 2012 market entrance of Sprout’s, a new grocery store, the sales base was estimated
to increase to almost $1.8 billion by the end of 1¥ Quarter 2013 (see Exhibit 14). This indicates
average sales on a per household basis of $56,957. This figure reflects sales captured per household,
not demand per household. Pursuant to the estimated distribution of household demand based upon
the pattern noted earlier in Exhibit B-4, estimated retail spending per household in Walnut Creek is
$28,964 (see Exhibit 15). This demand figure is substantially lower than the sales per household
figure, indicating in the aggregate that Walnut Creek captures more sales than is spent by its own
households. In other words, Walnut Creek as a whole attracts retail sales. This result is not surprising,
as Walnut Creek has a very strong downtown with regional draw.

Overall, the Retail Demand, Sales Attraction, and Spending Leakage estimates in Exhibit 15 suggest

that almost 50% of the sales achieved in Walnut Creek are attracted from elsewhere. As Exhibit 15
further indicates, this retail sales attraction extends across almost every retail category, including food
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& beverage sales. In this category, more than a third of Walnut Creek’s estimated sales comprise
sales aftraction (e.g., 36%), or sales infused into the City of Walnut Creek from other locations.
Woalnut Creek is estimated to have sales leakage in only one retail category - the building materials &
garden equipment category. Based on these findings, there does not appear to be much opportunity
for retail new to the City of Walnut Creek to stem leakage and recapture sales lost to local retailers.
This includes the food & beverage category, which is the category with the greatest amount of
estimated sales for The Orchards at Walnut Creek. Therefore, instead of comprising recaptured sales
leakage, sales achieved by new Walnut Creek retailers will comprise sales generated by new
household growth, sales diverted away from existing retailers, sales that serve to strengthen the city’s
existing sales attraction, or some combination thereof.

Cify of Concord. The findings for the City of Concord display a similar trend to Walnut Creek. The
estimated 2012 sales base in Concord totaled $2.3 billion (see Exhibit 16). Per household sales
generally equaled $50,355, compared to a per household demand estimate of $25,352 (see Exhibit
17). Thus, similar to Walnut Creek, Concord is estimated to achieve retail sales approximately 50%
greater than one would expect from the City’s population base alone. This is attributable to Concord’s
strong regional retail sales orientation, including major retail nodes such as Sunvalley Shopping
Center and the Willows Shopping Center. As shown in Exhibit 17, Concord’s estimated retail sales
attraction occurs in all major retail categories, including food & beverage sales, where sales attraction
comprises approximately 1/3 of all sales. Thus, as with Walnut Creek, on an overall basis there does
not appear to be opportunity for citywide sales leakage to be recaptured.

PROJECT SALES IMPACTS

This section estimates the extent to which the Project’s sales may comprise a negative sales impact on
the existing retail sales base. For study purpose, both the sales bases in Walnut Creek and Concord
are examined, as competitive projects span both cities, and thus if sales are diverted from existing
retailers this could have repercussions for the sales base in both cities.

Approach

ALH Economics has developed an analytic approach that estimates the impact of the Project’s
incremental sales on existing retailers. For this analysis, the approach assumes that if the Project is
adding sales to a category in an amount greater than any potential recaptured leckage in the
category, then at worst, the amount of sales in that category in excess of any recaptured leakage
would be diverted away from existing area retailers. In cases when this applies, this can be a
conservative assumption given that diverted sales beyond the amount of recaptured leakage could
also occur among other retailers beyond the market area or relevant city boundaries. Or, in cases
where new household growth occurs, demand captured from these new households can offset impacts
by increasing total sales captured by retailers throughout the area under study.

Retail Leakage Considerations

The preceding retail demand, sales attraction, and spending leakage analyses suggest that overall,
there is no retail leakage in either Walnut Creek or Concord in categories relevant to the estimated
Project sales. Therefore, ALH Economics assumes there is no potential for Project support to be gained
by recapturing existing leakage. Sales may be shifted within the general community, with potentially
some market area resident spending occurring outside the market area being recaptured within the
market area, but such recapture would most likely only shift sales from other Walnut Creek or
Concord retailers. Thus, there is not anticipated to be any net gain in area sales from the existing
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population base. This could be different if the Project were to include retailers unique to the market,
such that consumers would choose to increase their spending vector, which could occur when the
Whole Foods store opens in the redeveloped Encina Crande shopping center, but given the
neighborhood orientation of the Project this is an unlikely occurrence.

Future Growth Considerations

The study’s demographic resource includes modest projections for future growth for Walnut Creek
and Concord. As reflected in Exhibit 7, these growth projections between the 2013 baseline and
2016, the assumed first year of Project operations, totals 929 for the City of Walnut Creek and 1,077
for the City of Concord. Future retail spending patterns by these households is assumed to be
comparable to the existing households in each respective city.

Estimated Project Sales Base Impacis

Approach. ALH Economics analyzed the Project impacts on the existing sales base based upon the
amount of Project sales estimated to be net new to the sales base. This means the sales captured by
the existing Encina Crande Safeway store are already considered in the retail base. As estimated in
Exhibit 5, the net new sales total $66.6 million.

These sales were examined as impacts on the existing sales base and then also as impacts on the
existing sales base less future demand from new households. This does not mean that the new
households are anticipated to spend all their retail dollars at the Project, but that as new retail dollars
are spent in the market it provides support for all retailers, which may or may not include the Project’s
retailers. Thus, if the Project diverts retail dollars spent at existing retailers, new demand generated by
household growth can potentially offset these sales diversions. Moreover, new demand for sales
categories not represented by the Project can additionally provide support for yet other retailers, and
hence support retail occupancy by additional new retailers.

The analysis assessing the Project’s impacts on the existing retcil sales base for both the City of Walnut
Creek and Walnut Creek combined with Concord is presented in Exhibit 18. The retail demand
projections pertaining to the household growth projected to occur prior to the Project’s first year of full
operations are presented in Exhibit 19. This demand analysis uses the same approach to estimating
future demand as referenced earlier for the market area, with total retail demand estimated as a
percent of the average household income for each city, and then the retail spending allocated using
the pattern of sales noted in the State of California. The Project’s impacts on the existing retail sales
base less consideration of the projected demand is presented in Exhibit 20 for Walnut Creek and
Exhibit 21 for Walnut Creek combined with Concord. The impacts in excess of 3% of the sales base
are then presented in Exhibit 22. Retail is a dynamic industry with periodic fluctuations in sales
performance. Historic fluctuations in retail sales nationally suggest that a 3+/— percent variation in
sales is common. In the typical ebb and flow of retailing stores commonly experience sales increases
and declines, and stores respond by implementing new merchandising, product repositioning, service
changes, and other new strategies. Therefore, it is most relevant to evaluate the percentage impacts
above the 3% percent threshold. This then lays the foundation for estimating the remaining impacts on
the commercial retail base in Walnut Creek and Walnut Creek combined with Concord after
consideration of all offsetting factors

Impacts Exclusive of Future Demand. The results of the Project impact analysis without

consideration of future demand are summarized in Table 7. Because no retail leakage is assumed in
the market, the Project’s net new sales are anticipated to be synonymous with the Project’s sales
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impacts. While ALH Economics analyzed the Project impacts relative to just the City of Walnut Creek
sales base, the impacts are not anticipated to be isolated to Walnut Creek. This is because a portion
of the market area is in the City of Concord, with other retail venues, especially grocery stores, in
locations where market area residents could also shop (see discussion of grocery stores in the next
chapter). Thus, sales diversions could occur among retail venues in Concord as well as in Walnut
Creek. However, given the location of the Project and its surrounding market area, a greater
proportion of the impacts are likely to be experienced by Walnut Creek retailers.

The summary results in Table 7 indicate that absent consideration of new demand, if all the Project’s
sales impacts were experienced by Walnut Creek retailers, the impacts would range from 3.4% to
9.6% of the sales in the Project’s sales categories, with the 3.4% figure pertaining to the clothing &
accessories retail category and the 9.6% figure pertaining to the food & beverage retail category.
Across the entire City sales base the impacts would be equivalent to 3.7% of the sales base. Thus, if all
the Project’s sales impacts were experienced by Walnut Creek retailers, there could be a collective
decline of 3.7% of sales among these retailers. As discussed previously, the City of Walnut Creek
alone is not anticipated to bear the full brunt of the Project’s estimated sales impacts, with Concord
retailers also likely to experience some sales diversions. Taking the City of Concord retail sales base
into account reduces the overall sales impacts based upon the existing population base to 1.6%. With
Concord’s sales base included in the base, the food & beverage sales impact drops to 4.3% of sales.
While yet further sales impacts could be experienced in Pleasant Hill due to select Pleasant Hill grocery
stores being located just as close to the Project site as stores in Walnut Creek and Concord, inclusion
of Pleasant Hill sales would only serve to further reduce the percentage sale base impacts in the area
beyond Walnut Creek. Moreover, inclusion of Pleasant Hill would not be relevant to the following
analysis that takes new household retail demand into account, as the Project is not deemed likely to
achieve significant demand from Pleasant Hill households.

Table 7. Project Sales Impacts on Sales Base, Sales in $millions
Existing Base without Consideration of Future Demand

Existing Population Base
Total Net Walnut Combined

Retail Category New Sales Cresk Cities {1)
Motor Vehicles and Parts Dealers $0 0.0% 0.0%
Home Furnishings and Appliance Stores $5,758,568 7.9% 2.7%
Building Materials and Garden Equip $0 0.0% 0.0%
Food and Beverage Stores $24,700,000 9.6% 4.3%
Gasoline Stations $0 0.0% 0.0%
Clothing and Clothing Accessories Stores $9,319,948 3.4% 2.3%
General Merchandise Stores $0 0.0% 0.0%
Food Services and Drinking Places $11,982,417 5.8% 3.2%
Other Retail Group $13,809,746 7.5% 3.2%
Total $65,570,678 3.7% 1.6%

(1) Walnut Creek and Concord sales bases combined.
Source: Exhibit 18.

Impacts Net of Fufure Demand. Taoking into consideration prospective demand generated by
households new to the City of Walnut Creek prior to the full operation of the Project (i.e., 2016), the
overall sales impacts will decline to 2.8%, with the sales impact on the food & beverage category
declining to 7.7%. These figures are presented in Table 8, which also indicates new demand will
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remain in retail categories not present at the Project. Thus, demand in these categories can support
other new retail opportunities. This unmet demand totals $12.0 million, of which $5.3 million is for
non-auto uses.

Table 8. Project Sales Impadts on Sales Bass Less Consideration of Future Demand

City of Walnut Creek, 2018

Sales % Impact
Total Net Impact Less Remaining on

Retail Category New Sales New Demand Demand Sales Base
Motor Vehicles and Parts Dealers $0 $0 $3,287,535 0.0%
Home Furnishings and Appliance Stores $5,758,568 $4,304,370 30 5.9%
Building Materials and Garden Equip $0 $0 $1,607,544 0.0%
Food and Beverage Stores $24,700,000 $19,846,911 $0 7.7%
Gasoline Stations $0 $0 $3,405,125 0.0%
Clothing and Clothing Accessories Stores $9,319,948 $7,494,342 30 2.8%
General Merchandise Stores $0 $0 $3,717,432 0.0%
Food Services and Drinking Places $11,982,417 $8,605,301 50 4.1%
Other Retail Group $13,809,746 $10,438,848 30 5.7%
Total $51,760,932 $40,250,924 $12,017,636 2.8%

Source: Exhibit 20.

As shown in Table 9, when both future demand to 2016 and City of Concord sales are factored into
the Project’s impact analysis the Project’s overall sales impacts are reduced to 0.9%. Using the
combined retail base, the largest retail category impact is 2.6% of the food & beverage category. As
with the Walnut Creek sales base analysis, additional unmet demand will remain in categories not
served by the Project, and can support new retail opportunities. This unmet demand totals $24.1
million, of which $10.7 million is for non-auto uses.

Table 9. Project Sales Impacts on Sales Base Lass Consideration of Future Demand

Cities of Walnut Creek and Concerd Combined, 2016

Sales % Impact
Total Net Impacdt Less Remaining on

Retail Category New Sales New Demand Demand Sales Bass
Metor Vehicles and Parts Dealers $0 $0 $6,604,202 0.0%
Home Furnishings and Applience Stores $5,758,568 $2,837,287 $0 1.4%
Building Materials and Garden Equip $0 $0 $3,229,333 0.0%
Food cnd Beverage Stores $24,700,000 $14,950,818 $0 2.6%
Gasoline Stations $0 $0 $6,840,423 0.0%
Clothing and Accessories Stores $9,319,948 55,652 558 $0 1.4%
General Merchandise Stores $0 $0 $7,467,805 0.0%
Food Services and Drinking Places $11,982,417 $5,198,260 $0 1.4%
Other Retuil Group $13,809,746 $7,038,081 $0 1.7%
Total $51,760,932 $28,638,923 $24,141,762 0.9%

{1) Walnut Creek and Concord sales bases combined.

Source: Exhibit 21.
As previously stated, the Project’s impacts are most likely to straddle the findings in Tables 8 and 9, as

the impacts are likely to be distributed among both Walnut Creek and Concord retailers, but with a
greater portion in Walnut Creek since the majority of the market area is in Walnut Creek and the
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shopping locations closest to the market area are also in Walnut Creek. However, some impacts are
likely to occur in the City of Concord since a portion of the market area is in Concord and these and
other market area households could divert some of their shopping expenditures from Concord
retailers. As noted earlier, some additional impacts could be experienced among Pleasant Hill food
stores, but these are not anficipated in any way to be substantial.

Residual Impacts Net of 3% of Sales Base. Taking the impact analysis one step further, Exhibit 22
includes estimates of the amount of residual Project impacts that would remain even after Project
impacts equivalent to 3% of the sales base for each category with estimated impacts are absorbed by
existing retfailers. This is included as a proxy for expected sales fluctuation for retailers, recognizing
that there is always some level of sales volatility inherent in operating in a dynamic industry sector.
These findings are summarized in Table 10, below.

The results of this analysis indicates that i all the impacts were incurred among Walnut Creek
retailers, the residual sales impacts would total $21.5 million, of which $12.1 million would be in the
food & beverage category. If the impacts were spread across both Walnut Creek and Concord, then
the existing retailers could absorb the impacts within the estimated 3% buffer and there would be no
residual impacts.

Table 10. Residual Project Impacts > 3% of Sales Base by Retail Category, 2016

Combined
Cities of

City of Walnut Cresk

Retail Category Walnut Creek and Concord
Motor Vehicle & Parts Dealers $0 $0
Home Furnishings & Appliances $2,126,940 $0
Building Materials & Garden Equipment $0 $0
Food & Beverage Stores $12,090,493 $0
Gasoline Stations $0 $0
Clothing & Clothing Accessories $0 $0
General Merchandise Stores $0 $0
Food Services & Drinking Places $2,371,593 $0
Other Retail Group $4,936,437 $0
Total $21,525,463 $0

Source: Exhibit 22.

As cited earlier, the impact results are likely somewhere between the two analytical findings of $21.5
million impacts on Walnut Creek retailers versus no impacts on combined Walnut Creek and Concord
retailers. If the impacts are isolated to Walnut Creek, retailers in four categories would be impacted,
including home furnishings & appliances, food & beverage, food services & drinking places, and
other retail. The following section assesses the impacts these prospective losses could have on the
overall retail inventory if the depth of these impacts result, under a worst case scenario, in the
closure of existing retailers, especially in the City of Walnut Creek.
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Conclusion Regarding Project Impacts on Store Closures

As stated above, with growth taken into consideration and each retail sector’s ability to absorb up to a
3% decline in sales, the Project’s residual sales impacts total an estimated $21.5 million if the impacts
are incurred only by Walnut Creek retailers, with no residual impacts among Walnut Creek retailers.
ALH Economics considered the potential for some of these sales impacts to be offset by unmet
demand in retail categories not impacted by the Project. In other words, if some stores experience
impacts so severe as to close, demand for different retail categories would result in support for new
retailers to occupy potentially vacated space. This demand for different retail categories for the City of
Walnut Creek is presented in Exhibit 20 and for the City of Walnut Creek combined with Concord is
presented in Exhibit 21. As noted above, the remaining demand in Walnut Creek for non-auto sales
totals $5.3 million, while the comparable figure in the combined cities is $10.7 million. Auto-related
sales are excluded because they generally require very specialized retail spaces that are not typically
located in shopping center locations and thus are not competitive with the Project. The intent of this
analysis is to identify the amount of retail space that could be jeopardized as a result of the Project's
residual sales impacts.

This supportable space analysis is included in Table 11. This table presents the residual sales impacts
> 3% of the sales base less the unmet demand generated by new growth, to isolate the amount of
new sales that will are not estimated to be absorbed by household growth. A generic sales per square
foot range was then applied to the adjusted sales impacts figures, to assess the amount of square feet
of retail space that could be affected by the sales impads. This is essentially the amount of space
anticipated to lose consumer demand, or support, under the assumption that the Project will perform
as estimated. If the sales achieved by the Project are lower, then the remaining sales impacts and
affected square feet of retail space will correspondingly be less as well. The generic sales per square
foot figures generally correspond to the weighted average range of sales per square foot assumed for
the cumulative projects.

Table 11. Project Sales Impacts > 3% of Sales Base Converted o Square Feet Impacted
Less Consideration of Future Demand, 2016

Cities of Walnut Creek

and Concerd
Sales Impact Factor City of Walnut Cresk Combined
Sales Impacts > 3% of Sales Base $21,525,463 50
Non-Auto Surplus Demand $5,324,976 $10,697,138
Sales Impacts Less Surplus Demand $16,200,487 $0
Sales per Square Foot (1) $400 - $500 NA - NA
Impacted Square Feet (2) 40,501 - 32,401 0 - 0

Sources: Exhibits 21 and 22.
(1) Sensitivity analysis regarding prospective sales performance.

{2) Sales Impacts Less Surplus Demand / Sales per Square Foot.

The result of this calculation indicates the level of potential impacted square feet pursuant to the
Project’s impacts after all possible retail market offsets are applied. This result is 32,401 to 40,501
square feet if the impacts are isolated to Walnut Creek. These square footage impacts would only
occur if the Project’s sales impacts are concentrated among a small number of retailers, in which case
they might incur a high enough loss in sales to impair operations and ultimately close. This suggests
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32,401 to 40,501 range of square feet is the maximum amount of commercial retail space that
could become vacant as a result of the Project, as store sales are impacted to the point where store
viability is jeopardized. This is a worst case scenario. In contrast, if the impacts are spread between
Concord as well as Walnut Creek, then the impacts would be absorbed by new demand, and no
square footage impacts are anticipated.

There could be real estate market impacts resulting from the potential increase in vacant commercial
square feet pursuant fo the Project’s impacts, which could in turn have implications regarding urban
decay and detferioration. These impacts are probed in the context of the market’s overall health and
performance in Chapter X. Urban Decay Determination. Meanwhile, the Project’s specific prospective
impacts on food & beverage sales are discussed in the following Chapter.
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VIl. GROCERY AND FOCD STORE IMPACTS

This chapter provides information and analysis about the grocery and food stores in and around the
market area most germane to the proposed Orchards ot Walnut Creek Shopping Center. This chapter
emphasizes analysis of food stores as it comprises the Project’s anchor tenant, and is also
representative of the sales category with the greatest level of prospective impacts. Existing stores are
identified by name and type, and discussed relative to their potential competitiveness with the Project.
In addition to their relevance to the Project, many of the stores are included because they are
especially relevant on a cumulative basis, meaning when additional food sales impacts occur after the
addition of other planned retail projects. The cumulative impacts are discussed in a later report
chapter, but this chapter discusses the extent and nature of potential area food sales impacts, as well
as possible existing grocery and food stores that may experience negative sales impacts following
completion of the Project.

COMPETITIVE GRCCERY AND FOCD STORES IDENTIFICATION AND PERFORMANCE
Identification of Competitive Grocery and Food Stores

The market area and surrounding areas of Walnut Creek and Concord have an abundant and
diverse supply of grocery and food stores located in a variety of setftings, including shopping centers
and major commercial nodes. In addition, the City of Pleasant Hill also has numerous grocery stores
that could potentially compete for market area sales, as select stores in Pleasant Hill located an
equivalent distance from the Project site as other stores or shopping centers in Walnut Creek and
Concord. ALH Economics visited many of these stores, viewing product mixes, customer volume, level
of service, unique attributes, and commercial real estate settings. The food and grocery stores are
diverse in their target consumer. Some are specialty or high-end, upscale stores that focus on
providing extensive or exclusive product selection often in a stylized setting, others offer a conventional
supermarket setting, a few are discount-oriented stores, and some are smaller niche markets that
serve a very localized clientele or narrow produce niche, such as mostly fresh fruits and vegetables.
There are also many ethnic markets located throughout the combined city areas, serving specialized
international markets, most especially Latino. Most stores fit in one of the referenced market
orientations; Safeway, however, has a mix of conventional and upscale stores.

ALH Economics visited select portions of the Walnut Creek and Concord retail markets in September
2013 to visually assess food and grocery store market performance, to determine market niches, to
qualitatively assess the degree to which stores might incur lost sales due to the Project, and to assess
overall retail market conditions. Select stores in Pleasant Hill were also visited. The competitive food
store locations are listed in Exhibit 23, which identifies each store's distance from the Project, and are
mapped on Exhibit 24. These presentations include many of the smaller food stores and all of the
large grocery stores in the Project’s market area and immediate surrounding city areas. While these
materials do not include all stores selling food items in and around the cited cities, they include the
stores deemed most competitive with or relevant to analysis of the Project and ultimately the
cumulative projects.

Given the market orientation and locational distribution of the food stores relative to the Project, ALH

Economics believes it is most meaningful to classify the competitive food stores by orientation and
location. Accordingly, the following store discussions and analyses are presented in this manner.
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Grocery Store Sales Performance Information

For the purpose of this study, ALH Economics obtained information about select grocery store
performance in and around the Project’s market area and surrounding city environs. These data were
obtained from Nielsen Trade Dimensions, which provides individual store weekly sales estimates as
well as each store’s estimated sales selling area. From these data, generalized analysis can be
conducted to assess the relative sales performance of the stores. Nielsen’s Terms of Use for the Trade
Dimensions data prevent publishing individual store performance information. However, information
about store performance in general and in relation to other stores can be divulged.

Based on the Nielsen Trade Dimensions data it appears that many of the market area and outside
market area stores are performing at or above general grocery industry sales per square foot
standards or the average sales per square foot figures for the relevant chains, such as Safeway,
Trader Joe’s, Whole Foods, and Sprouts. According to the prior analysis (see Chapter Ill), the Safeway
chain nafionally in 2012 achieved average sales of $506 per square foot. Per industry resource Retail
Maxim, per square foot sales figures in 2012 for Trader Joe’s, Whole Foods, and Sprouts were
$1,875, $919, and $490, respectively.'? The high sales of these stores locally is a strong indicator of
store success. The greatest relevancy of this information is its use as an indicator of the potential for
some existing stores to withstand potential sales declines while still retaining above industry or chain
sales performance.

Pursuant to the Trade Dimensions data some market area grocery stores are performing below the
overall national average of store performance, identified in Exhibit B-2 as $557 in 2013 dollars.
Typically, more value-oriented stores perform below this average and specialty/high-end or
organic/gourmet stores perform above this average. This is borne out in the market area and
environs, where store chains such as Nob Hill, Lucky, and Grocery Outlet appear to be performing
below $557 in average per square foot sales and stores such as Trader Joe's and Whole Foods are
performing well above this level.

MARKET AREA AND ENVIRONS STORE CHARACTERIZATION

There are a number of grocery and food stores distributed throughout the market area and environs,
including regional and national chain stores such as Safeway, and general merchandise stores with a
strong grocery component, such as Costco, Sam’s Club, and Target. There are also numerous
independent stores, mostly of an ethnic orientation, with the greatest number clustered in Concord. All
of the identified stores are listed in Exhibit 23 and mapped on Exhibit 24. For the purpose of this
analysis ALH Economics identified and visited almost 40 market area and environs grocery and food
stores. Numbers in parenthesis following the store names in the text refer to the Identifier Numbers for
market area stores on Exhibits 23 and 24.

Market Area Stores

Convenfional Grocery and Food Stores. Conventional stores are full-service grocery stores that
offer most or all of the following: a fresh bakery; fresh meat and seafood; frozen foods including
frozen meat; fresh produce; a deli counter; and prepared foods. Other specialties sometimes include
organic foods, a flower selection, a pharmacy, or a photo center. The market area has two chain
stores providing more conventional grocery shopping opportunities. These include the Safeway at

Encina Grande (1), which will be relocated and expanded at the Project, and Nob Hill Foods (2). ALH

12 Retail Maxim, “Alternative Retail Risk Analysis for Alternative Capital,” July 2013.
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Economics assumes that the sales at the Encina Grande Safeway will be transferred to the Project’s
expanded Safeway store. The new store is anticipated to be more upscale, comprising a Safeway
Lifestyle store and open 24 hours. The Nob Hill store is located at the Citrus Marketplace shopping
center, immediately across Oak Grove Road from the Project site at a distance of 0.1 miles from the
Project site. This store is estimated at 38,000 square feet, and thus is below average in size for the
current format of full-service grocery stores. Despite it's relatively smaller size, the store includes an
on-site bakery, a deli counter, prepared foods, a small eat-in area, staffed seafood and butcher
counters, organic produce, a gluten free bread section, a bulk foods section, florist, greeting
cards/books/magazines, and a video rental box. The store interior appears dated, with some chipping
on the linoleum floor and water staining on the ceiling. The store does not appear to achieve high
shopper volume and pursuant to the Trade Dimensions data appears to be under performing industry
average grocery store sales. As noted earlier, Citrus Marketplace is characterized by a couple
prolonged retail vacancies, although one recent vacancy leased quickly, and the vacancies are
maintained in moderate condition. The shopping center appears to have a high percentage of non-
retail tenants. Given its location, general condition, and traditional orientation, this store is likely to be
highly competitive with the Project’s planned Safeway store, although the store may continue to
appeal to shoppers seeking a more conventional, smaller-scale shopping experience.

Upscale Grocery and Food Stores. Upscale stores focus on providing extensive or exclusive product
selection often in a stylized setting. There is usually an emphasis on fresh foods, gourmet products,
and organic foods at upscale stores. These stores have wider aisles and nicer decors, such as wood
flooring in the produce section. The market area has only one store that satisfies this market niche,
which is the Lifestyle-oriented Safeway (3) at Countrywood Shopping Center, 1.4 miles from the
Project site. This store is a typical Safeway Lifestyle store and includes an on-site bakery, deli counter,
prepared foods, florist, organic produce, coffee bar, eat-in area, greeting cards/magazines, staffed
seafood and butcher counters, video rental, soup bar, olive bar, and self-checking. This store, which is
open 24 hours, does not include a pharmacy but the shopping center includes a CVS store. The Trade
Dimensions data for this store suggests that per square foot sales are very healthy, and above the
Safeway store average and the average assumed for the Project’s store performance. This further
suggests that this store may be drawing a high volume of sales from within the market area and
environs, which could be redirected to the Project’s proposed Safeway store upon completion. It is
therefore probable that some Project sales will occur to the detriment of this existing Safeway store,
but that the store will likely continue to achieve reasonably strong sales.

Specialty and Niche Market Stores. Specialty and niche market stores are usually smaller stores that
are distinguished from other stores by offering a certain type of grocery selection that is different than
conventional stores. This may be the store’s own, local, or imported brands of items. In the Project’s
market area, there are two examples of these stores, the Trader Joe's (4) located 0.9 miles away at
Ock Grove Plaza and the Fresh & Easy (6) 1.3 miles away at Ygnacio Plaza. Both of these stores are
located in well-maintained shopping centers, with a wide variety of other neighborhood- and
community-serving tenants. Both stores have a strong focus on prepared or packaged foods, with less
fresh produce than the typical full-service grocery store. Shopper volume appears very high at the
Trader Joe's store, which caters to a more upscale clientele, and the Trade Dimensions data suggest
the store exceeds storewide average sales. In contrast, the Fresh and Easy store, which focuses more
on convenience shopping, appeared to have light shopper volume; the Trade Dimensions data
suggest this store is underperforming the Fresh and Easy store average. ALH Economics anticipates
that the Fresh and Easy store will likely not experience any negative sales impacts due to the expanded
Safeway store as Fresh and Easy is almost exclusively convenience-oriented and has limited product
selection, including limited fresh produce. Trader Joe's is also likely to compete well with the
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expanded Safeway store, although some competition may occur as some of Safeway’s more upscale
products are comparable to products available at Safeway.

Discount Grocery and Food Stores. Discount stores are characterized by lower-than-average price
points. Sometimes these are manifested by bulk sales, which allow the customer to get more for their
dollar relative to most other grocery stores. The market area does not feature any discount grocery
stores, although there are several located outside but near the market area (see discussion below and
map in Exhibit 24).

Ethnic Markets. Ethnic food stores are stores that are distinguished from other stores by offering food
products unique to a specific international culture or cuisine. These stores are often but not always
smaller than conventional food stores. The market area does not feature any ethnic markets, although
there are a number located outside the market area within the cities of Walnut Creek and Concord
(see discussion below and map in Exhibit 24).

Warehouse Stores. Warehouse stores tend to sell products in bulk, with a limited range of options.
There are no warehouse stores in the market area, although several are located outside the market
area, most especially in Concord (see discussion below and map in Exhibit 24).

Market Area Summary. In summary, the market area has a limited number of food stores, spanning
several market orientations, including conventional, upscale, and niche. ALH Economics believes the
Project’s Safeway store will be competitive with most of these stores to some extent, especially the
neighboring Nob Hill store, existing Lifestyle Safeway store and, to a lesser extent, Trader Joe's. Most
of these stores are located in very well-maintained neighborhood or community shopping centers,
with very few if any existing vacancies, except the Nob Hill store.

Outiside Market Area Stores

There are many other grocery and food stores located outside the market area but with the potential
to draw demand from market area or other nearby residents. These stores may therefore be
vulnerable to negative sales impacts if some of these shoppers shift their grocery shopping to the
Project’s Safeway store. These stores are also especially relevant to the later discussion regarding
cumulative impacts.

The outside market area stores are also listed on Exhibit 23 and mapped on Exhibit 24. In contrast to
the market area, all manner of food stores are located outside the market area but within the cities of
Walnut Creek, Concord, and Pleasant Hill. Select stores in Pleasant Hill are included because some
are located an equivalent distance from the Project site as other stores or shopping centers in Walnut
Creek and Concord. Thus, while households located near these stores are unlikely to shop at the
Project and thus divert their demand away from these stores, the stores could experience some sales
diversions if market area households redirect their spending from outside of market area stores to the
Project.

The referenced outside market area stores include a few conventional stores, most of which are Lucky
stores; numerous Safeway stores, most of which are already Lifestyle stores; the upscale Lunardi’s;
several niche and specialty markets including the new Sprout’s store in Walnut Creek that opened in
September 2012, a Whole Foods, a couple more Trader Joe’s, and produce or natural foods stores;
numerous discount stores such as Food Maxx, Smart and Final, Grocery Outlet, and Target with an
expanded food section; a number of large and small ethnic stores serving the Latino and Asian
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markets in particular; and two warehouse stores, a Costco and a Sam’s Club. These include the
maijority of the larger food stores or stores located in closest proximity to the market area. The large
number and variety of existing stores support the earlier study finding regarding food store attraction
in both Walnut Creek and Concord.

The majority of the outside of market area grocery and food stores are located in shopping centers,
but some are also stand-alone stores. In almost all cases, retail vacancies at the shopping centers
where the grocery or food stores are located are very minimal. Approximately one-half the shopping
centers have no visible vacancies and among those that do, vacancies are limited to no more than
three small shop spaces. The only exception is the Clayton Valley Shopping Center in Concord
approximately 3.4 miles from the Project site). This center, which includes a Fresh and Easy store,
includes nine small shop vacancies. The center has numerous junior anchor stores, including Ross
Dress for Less, CVS Pharmacy, Orchard Supply Hardware, and Pet Food Express. Despite the nine
vacancies, the center is in good condition. The other exception regarding retail vacancies is the Plaza
Bonita in Concord where one of two area Los Montanas grocery stores is located. The vacancies here
are within the Los Mantanos store, which features a mercado-like interior with numerous small retail
spaces, approximately one-half of which are vacant. However, these vacancies are all internal to the
store, and do not appear from the exterior of the store, and thus the center as a whole appears fairly
well tenanted.

GROCERY AND FOOD STORES MOST SUSCEPTIBLE TO IMPACTS

The residual Project impacts analysis in Exhibit 22 estimated af worst $12.1 million in food &
beverage sales impacts aftributable to the Project if all Project impacts were experienced by Walnut
Creek retailers. This was the level of impact above the amount of impacts absorbed by new demand
and a 3% sales buffer to allow for market fluctuation but before the offset for other unmet new
demand. Exhibit 22 also indicated that if the impacts were spread among combined Walnut Creek
and Concord retailers that the 3% market fluctuation would absorb the Project’s food & beverage
impacts.

ALH Economics assumes the prospective Project impact on food & beverage stores is somewhere
between the two estimated residual impact figures, with the majority of impacts likely to be
experienced by comparable stores closest to the Project. At the $12.1 million maximum impacts
figure, this would equate to approximately 24,200 — 30,250 square feet of grocery store space,
pursuant to the earlier $400 to $500 average store sales figure. Stores that are weak performers will
achieve sales levels less than this range while stores that are strong performers will achieve sales
levels greater than this range. Notably, these figures are already above the assumption that sales
diversions equivalent to 3% of the respective food & beverage store sales bases will be absorbed by
existing stores.

The four stores within the market area, and thus easiest for the majority of market area residents to
shop at, include the Countrywood Safeway, the Oak Grove Plaza Trader Joe's, the Citrus Marketplace
Nob Hill, and the Ygnacio Plaza Fresh and Easy. With the exception of Fresh and Easy, due to its
convenience orientation and limited product mix including fresh produce, these are also likely to be
the stores that will experience the greatest amount of sales diversions as market area consumers shift
their shopping patterns to support the new Safeway store. This shift is anticipated to reflect the
following:
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e shoppers who live closer to the Project site but who sought a Lifestyle Safeway shopping
experience at the nearby Countrywood Safeway;

¢ shoppers buying specialty products at Trader Joe’s that would now be able to buy specialty-
oriented food products at the new Safeway store; and

e shoppers from the Nob Hill store seeking similar goods at the new Safeway but with the
potential for expanded goods as well in an updated setting.

To a lesser extent additional stores that could experience notable sales impacts could also include the
Safeway stores in Concord on Clayton Avenue (stores #9 and #1171 on Exhibit 23) and the Safeway
store in downtown on South Broadway (store #10), as again, market area Safeway shoppers seeking
the Lifestyle Safeway shopping experience chose to shop at these stores rather than the more
conventional, older-style Safeway at Encina Grande shopping center. Safeway store shopper
information provided for these stores indicates that shoppers from the zip codes in which the market
area is located currently shop to some extent at all the above-referenced Safeway Lifestyle stores.

Of all these stores, field observations, grocery store sales data, and anecdotal information suggest the
Nob Hill store is the lowest performance store, and is not performing commensurate with industry
averages. If a large portion of the prospective residual store impacts are diverted from this store, the
losses may be severe enough to trigger store closure. Therefore, ALH Economics concludes that the
Nob Hill store may experience sales losses attributable to the Project and could potentially close as a
result of Project sales impacts. The link between this potential closure and urban decay is discussed in
later in this report, in Chapter X. Urban Decay Determination.
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VIIl. FITNESS CENTER IMPACTS

This chapter addresses the Project’s planned health club and presents analysis regarding the market
area’s prospective support for the facility. Existing market area facilities are identified and the Project’s
facility support is explored in the context of these facilities.

AREA FITNESS CENTERS

The Project is planning to include a health club, or fithess center totaling 45,000 square feet. The
exact operator of the facility is not yet identified, although discussions are in progress. PDC indicates
the fitness center will likely not include a pool, the lack of which is typical of most indoor fitness
facilities. For the purpose of this analysis, ALH Economics assumes the proposed fitness center will
most resemble a fitness facility focused on providing cardic equipment and personal training.
However, a pool could potentially be identified as an additional feature of the Project’s potential
fitness center.

The market area includes a number of fitness centers and health clubs. Many are also located in other
parts of Walnut Creek and Concord. These facilities are listed in Exhibit 25 and mapped in Exhibit 26.
The facilities are listed in Exhibit 25 based upon their distance from the Project, and numbered
accordingly. These numbers match the Map Identifiers on Exhibit 26.

There are three types of fitness facilities located in the market area. These include fitness clubs similar
to what is proposed at the Project, with workout equipment located in a fixed facility. These clubs are
located at retail shopping centers, including Ygnocio Plaza (Fitness 19, #5) aond Countrywood
Shopping Center (Countrywood Fitness, #8). Other facilities are more specialized, and include
Concord CrossFit (#3) and Curves for Women (#4). Finally, there are two family-oriented facilities in
the market area, the Woodlands Cabana Club (#1), which is a swim club open only during the late
spring and summer months, and Club Sport Valley Vista (#2), which is a substantial tennis and swim
centfer. At the periphery of the market area there is also the Clarke Memorial Swim Center (#6) and
Walnut Creek Tennis Club (#7).

Beyond the Project’s market area, the facility description and map indicate that the only multipurpose
or fitness only facility south of Ygnacio Valley Road is Fitness 19 at Ygnacio Plaza. This facility and a
24 Hour Fitness (#11) are the only such facilities extending to the west of the Project site to Highway
680. To the east of the Project site, clustered at Clayton Road and Ygnacio Valley Road there are two
fitness facilities, Anytime Fitness (#14) and Clayton Fitness center (#19). There is also a more
specialized fitness facility with a pool located at this node, i.e., In-Shape Health club (#18). There are
yet many other facilities throughout other parts of Walnut Creek and Concord, providing a wide range
of fitness experiences for health conscious consumers.

INDUSTRY WIDE FITNESS CENTER SUPPLY AND DEMAND

The International Health, Racquet & Sportsclub Association (IHRSA) tracks U.S. consumer participation
at health clubs and the number of health club facilities. They also conduct consumer surveys and
ascertain estimates about health club member usage. Trend data regarding health club membership
and health club counts by year is available on the IHRSA web site. This information indicates that in
2012, there were an estimated 50.2 million people who belonged to a health facility. At the time there
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were 30,500 health facilities. This averages to 1,657 members per facility.”® This figure has moved
around a bit in recent years, but has averaged between 1,600 and 1,700 since 2010.

MARKET AREA FITNESS CENTER DEMAND AND IMPLICATIONS
Market Area Participation

In 2012 IHRSA published a report on health club activity use and trends. This report is titled “The
IHRSA Health Club Consumer Report: 2012 Health Club Activity, Usage, Trends & Analysis,” and was
published in 2012. Numerous trends are analyzed in the report based upon an online survey of
38,172 participants conducted through an industry leader in consumer survey administration. Many
different types of information are included in the report, such as membership participation rates by
state, participation rates by age, income, and region, and even the frequency of use of different health
club features. The general findings as they pertain to the Project include that California has the 6"
highest overall participation rate in the country and that participation rates generally tend to be higher
as income goes up. In addition, while the participation rates pertain to the entire population over the
age of 6, the age bracket that tends to have the highest participation rate is the age 35-44 bracket.

Pursuant to the IHRSA study, the average California participation rate among the population over the
age of 6 is 20.6%.'* This is higher than the U.S. average of 17.9%.'% In 2013, the market area has an
estimated population of 27,160 (see Exhibit 7). Of this, 25,312 are estimated to be over the age of 6.
This determination is based on examination of Nielsen Reports age distribution estimates for the
market. Applying the California participation rate to this market area population estimate resulis in an
estimated market area health club participation estimate of 5,124. Between 2013 and 2016 the
market area population is estimated to increase modestly, by approximately 1.4%. Applying this
growth rate to the 2013 market area participation estimate results in a 2016 estimate of 5,286, or
approximately 5,300.

The market area population is augmented by area workers, especially the approximately 3,710
workers af the Shadelands Business Park. If the 20.6% California participation rate applies equally to
these workers, then this could generate additional health club participation from within the market
area totaling 764. Yet more demand would be generated from other workers in the area, such as
retail workers. While some of the estimated Shadelands Business Park health club participants could
live within the market area, and thus be double-counted, conservatively assuming that up to one-
fourth these employees might live in the market area still results in a Shadelands participation
estimate of 573. Adding these participants to the market area participants results in a total estimate of
almost 5,900 health club participants.

Project Fithess Center Implications

The market area’s estimated 5,200 health club members will have a choice of facilities available for
their use. At an average of about 1,650 members per facility, the market area participants could
support approximately 3.6 fitness facilities. Many of the market area’s existing facilities are located at
the periphery of the market area, such that they would draw from a larger or different area than the
Project’s market area. These include all of the facilities except the more family-oriented facilities of

2 http://www.ihrsa.org/about-the-industry, accessed September 21, 2013.

' “The IHRSA Health Club Consumer Report: 2012 Health Club Activity, Usage, Trends & Analysis,”
published by IHRSA, 2012, page 8.

'3 Ibid.
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Woodlands Cabana Club (#1) and Club Sport Valley Vista (#2). These family-oriented facilities fill a
different market need than the Project’s planned fitness center, and are very heavily focused on
outdoor activities, although Club Sport Velley Vista also has an indoor Fitness Center with cardio and
other workout equipment. Moreover, Woodlands Cabana Club is only open part of the year, and is
heavily focused toward youth swimming activities for the surrounding neighborhood, and thus does
not attract members in the age 35-44 bracket that uses fitness facilities the most.

Based on this information, ALH Economics concludes that there will be sufficient market area demand

to support the Project’s fitness center and other market area fitness centers, such that existing facilities
are not anticipated to close as a result of the Project’s fitness center operations.
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IX. CUMULATIVE PROJECT IMPACTS

The analysis in this chapter seeks to quantify the impact of the Project taking into consideration other
planned competitive retail projects within the market area and greater environs, including the cities of
Walnut Creek, Concord, and Pleasant Hill. The cumulative projects assessed for impacts include retail
developments that are in various stages of entitlement or planning. Because specific development
timelines are not available for many of the projects, the analysis carefully considers each project prior
to determining the set of projects most likely to be operational during the Project’s approximate
timeframe.

IDENTIFIED RETAIL DEVELOPMENT PROJECTS

ALH Economics identified six potential cumulative retail development projects in the market area and
surrounding areas. Information about these projects was primarily derived from interviews with local
government sources, reviews of planning department information, and project leasing agents or
developers. These six projects are described in Exhibit 27, which also identifies their distance from the
Project site. Based on provided cumulative project information, ALH Economics developed estimates of
likely project development and timing. All of the projects are located in the City of Walnut Creek.
Research and inquiries were made about cumulative retail projects in the cities of Concord and
Pleasant Hill as well, focusing on projects of a more competitive nature with 10,000 square feet or
more of retail space, but none were identified.

Market Area Projecis

There is only one cumulative project within the Project’s market area. This project is the redevelopment
of the Encina Grande shopping center located across the street from the Project site (see Exhibit 27,
Project #1). As cited earlier, this center is planned for redevelopment after the Safeway closes and
relocates to the Project. This center will feature a new Whole Foods store totaling 37,500 square feet.
The existing Walgreens will be relocated within the center and expanded by 2,270 square feet.
Overall, shop space ot the center will decline by 13,767 square feet, with a net increase in size from
102,413 square feet to approximately 106,000 square feet. While there will be many changes to the
composition of the center and its tenant spaces, the overall net increase will be a scant 3,503 square
feet. While small, the big change for the market will be the addition of the 37,500-square-foot Whole
Foods store. With the Safeway store’s relocation to the Project this Whole Foods store will comprise a
substantial net addition of grocery space for the market area and the City of Walnut Creek as a
whole. This store will comprise the second Whole Foods store in Walnut Creek, but ALH Economics
anticipates it will serve a wide area, given that there are no Whole Foods stores in Concord, which is
the next nearest city to this center location. However, the market draw for this store is likely to
primarily comprise Walnut Creek and Concord, and thus be competitive with numerous food stores
located in these two cities.

QOutside Market Area Projects
There are five additional cumulative projects located outside the Project’s market area but still within
the City of Walnut Creek. These projects are located between 3.0 and 4.0 miles of the Project site.

These five additional projects and their net amount of planned retail space follow. The project
numbers match the reference numbers in Exhibit 26.
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2. 1500 North Cadlifornia Boulevard. This small project at the corner of North California
Boulevard and Bonanza Street, 3.4 miles from the Project site, is approved for development of
a new b-story mixed-use building with 18,270 square feet of retail space and 140
apartments, i.e., five stories of residential above retail. The development includes demolition
of approximately 3,500 square feet of existing retail space, which comprised a bank and
vacant café, for the net addition of 14,770 square feet. Project construction began in January
2013 and is expected to be operational by early 2016. The project developer is anticipating a
mix of local and national retail tenants, but marketing of the space has not yet begun.

3. 1500 Mt. Diablo Boulevard. This small project located at Mt. Diablo Boulevard and North
Main Street 3.5 miles from the Project site will comprise development of 8,800 square feet of
rentable enclosed space plus 4,000 square feet of second floor outdoor and rooftop open
seating. Project plans are under review with the City of Walnut Creek. The enclosed space will
include a 1,200-square-foot cafe, a 4,500-square-foot restaurant, and 3,100 square feet of
general retail. The project is being developed on property that was sold by the City of Walnut
Creek through a public bidding process. Project completion is anticipated by 1¢ quarter 2015.

4. Centre Place South. Located at Olympic Boulevard and California Boulevard 3.6 miles from
the Project site, this project is under review with the City of Walnut Creek. The project will
include demolition of an existing 5,050-square-foot building and construction of 23,000
square feet of retail space in two buildings. The project also includes 142 residential
condominiums and a 182-stall garage. Net of the existing on-site retail the project will entail
the addition of 17,950 square feet of retail to the market. The timing of this project is
unknown.

5. Broadway Plaza Shopping Center. This project will involve the renovation of the existing
downtown regional mall at Mount Diablo Boulevard and South Broadway and addition of up
to 300,000 square feet of new retail space. This project is under review with the City of Walnut
Creek. Timing of the project is unknown, including the project start, but the overall plan is
anticipated to be phased over a 20-year time period. Broadway Plaza is approximately 3.6
miles from the Project site.

6. The Village at 1500 Newell Avenuve. This mixed-use project is approved and is anticipated
to begin construction by year-end 2013. Project-related demolition is complete, which
included demolishing an 8-story office building and 1-story retail structure with 6,000 square
feet. New project construction will include 37,000 square feet of retail, 49 condominium units,
and a 250-stall parking garage. The net change in retail space will total 31,000 square feet.
Several tenants have signed letters of intent but their identity is not being disclosed at the
present time. This project is located 4.0 miles from the Project site at the corner of Newell
Avenue at Main Street, and is anticipated to be completed by 1¥ Quarter 2015 at the latest.

Relevant Cumulative Projects
All of the identified cumulative projects are either under review, approved, or under construction. All
but one of the projects is anticipated to be developed within the same timeframe as the Project. The

only exception is the Broadway Plaza Shopping Center expansion, with has an extended timeframe for
development. Therefore, ALH Economics assumes that five of the six identified cumulative projects will
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be developed concurrent with the Project, and will comprise cumulative projects warranting analytical
consideration.

CUMULATIVE PROJECT SALES ESTIMATES
Cumvulative Projecis Sales Estimates

Total Sales. Sales figures for the five cumulative projects anticipated to be competitive coincident with
the Project are estimated in Exhibit 28. The estimates were developed with sensitivity to the size and
nature of the prospective retail space, and range from $350 per square foot to $925 per square foot,
as general sales estimations. These figures reflect estimates for generalized retail tenants based on the
store sales survey presented in Exhibit B-2 or specific retail tenants or categories, depending upon the
nature of the cumulative project. For example, sales are estimated for the Whole Foods store based
on the chain’s national average performance. Sales associated with the net increment in Walgreen’s
space was similarly based on analysis of national store averages. For the full amount of planned retail
development among the cumulative projects, which totals approximately 100,000 square feet, these
estimated sales total $52.7 million.

These sales estimates assume for most projects that 15% of the space would be occupied by non-retail
sales generating services. This assumption was not applied to the redevelopment of Encina Grande
shopping center. Rather, the specific incremental square footages by tenant or type of space were
included in the calculation. This calculation does not toke into consideration the relocation or
demolition of the existing 22,500-square-foot Safeway store. As the sales of this store are effectively
being transferred to the Project, ALH Economics considers them still present in the market. Thus, while
the Encina Grande shopping center will only entail a net change of 3,503 square feet, the cumulative
analysis takes into consideration the additional sales associated with the new Whole Foods store and
the expanded Walgreens. Net sales declines are considered for the 13,767-square foot-reduction in
the center’s shop space. Inclusive of just the net change in square footage ot Encina Grande the five
cumulative projects reflect 76,023 square feet of new retail space (see Exhibit 28). However, inclusive
of all the internal changes at Encina Grande, the effective change in retail sales-generating space in
the market is 98,523 square feet (i.e., 76,023 plus the 22,500 square feet of Safeway sales space
being transferred to the Project).

The cumulative retail projects are anticipated to draw sales from throughout Walnut Creek and the
City of Concord. Thus, all of the sales are anticipated to be competitive with the Project, especially
within the context of analyzing the Project’'s sales impacts on the combined sales bases of Walnut
Creek and Concord.

Sales by Retail Category. To facilitate the impact analysis of the cumulative projects assumptions
were developed regarding the distribution of project sales by type of retail. This analysis is presented
in Exhibit 29. For projects where specific tenants or types of tenants were not identified a generic
assumption was made regarding the distribution of space. This generic assumption is consistent with
findings at neighborhood shopping center locations, based upon findings previously reported by the
International Council of Shopping centers. The neighborhood shopping center size was deemed
relevant given the small size of all the projects lacking tenant definition. The assumption, referenced in
Exhibit 29, includes 40% sales for food and beverage stores and 20% each for the categories of
general merchandise, food services and drinking places, and other retail. An assumption as also
made regarding prospective sales declines associated with the reduction in shop space at Encina
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Grande following center redevelopment, with the reduced sales distributed among the home
furnishings & appliance, food services and drinking, and other retail group categories.

Based upon the sales distribution assumptions, ALH Economics estimates that the cumulative projects
will generate retail sales as follows:

A decline of approximately $800,000 in home furnishings & appliances sales;
An increase of $40.9 million in food and beverage sales;

An increase of $3.1 million in general merchandise store sales;

An increase of $5.3 million in food services and drinking places; and

e Anincrease of $4.2 million in other retail sales.

As noted, these sales increments total a net increase of $52.7 million in sales attributed to the
cumulative projects.

ALL PLANNED PROJECTS SALES ESTIMATES
To fully assess the prospective sales impacts of the cumulative projects they need to be added to the
net new sales estimated for the Project. This addition is shown in Exhibit 30, which totals $118.3

million. These are the total amount of sales projected for the Project and the five cumulative projects
identified in Exhibit 27. The sales by retail category are presented below in Table 12.

Table 12. All Planned Project Net New Sales by Retcil Category, in $millions

Cumulative

Type of Retailer Project Projects Total

Motor Vehicles and Parts Dealers $0.0 $0.0 $0.0
Home Furnishings and Appliance Stores $5.8 ($0.8) $5.0
Building Materials and Garden Equip $0.0 $0.0 $0.0
Food and Beverage Stores $24.7 $40.9 $65.6
Gasoline Stations $0.0 $0.0 $0.0
Clothing and Clothing Accessories Stores $9.3 $0.0 $9.3
General Merchandise Stores $0.0 $3.1 $3.1
Food Services and Drinking Places $12.0 $5.3 $17.3
Other Retail Group $13.8 $4.2 $18.0
Total $65.6 $52.7 $118.3

Source: Exhibit 30.

As noted in Table 12, food & beverage stores comprises the largest category of all planned project net
new sales ot $65.6 million. This sales amount represents more than half the net new sales of all the
planned projects identified, all of which are located in the City of Walnut Creek. This is a very
substantial infusion of new grocery store sales into the market. The next largest retail categories are
the other retail group and the food services and drinking places categories, with $18.0 and $17.3
million in prospective new sales, respectively.
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PROJECT AND CUMULATIVE PROJECTS IMPACT ANALYSIS

In an analysis parallel to the Project impact analysis, the combined Project and cumulative project
impact analysis is documented in Exhibits 30 - through 34. These exhibits examine the sales impacts
on the existing retail sales base of Walnut Creek and Walnut Creek combined with Concord based on
the current population demand profile and then also examines the impacts after new growth to the
year 2018, which comprises a future time period when all cumulative projects are anticipated to be
fully operational. Exhibit 31 estimates the impacts based on the current household demand profile,
Exhibit 32 shows the projected new demand between 2013 and 2018, and Exhibits 33 and 34 show
the respective impacts on just the Walnut Creek sales base and the combined city sales bases less
future demand. Exhibits 33 and 34 also include the residual sales impact, i.e., the sales impacts
remaining after existing retailers absorb sales losses equivalent to up to 3% of the existing sales base.

Retail Category Sales Impacis

Impacts Exclusive of Future Demand. The results of the Project and cumulative projects impact
analysis without consideration of future demand are summarized in Table 13. Similar to the Project-
only analysis, because no retail leakage is assumed in the market, the Project and cumulative project’s
net new sales are anticipated to be synonymous with the sales impacts. The analysis again examines
sales impacts on the Walnut Creek and combined cities sales bases.

The summary results in Table 13 indicate that absent consideration of new demand, if all the Project
and cumulative project’s sales impacts were experienced by Walnut Creek retailers, the impacts would
range from 1.5% to 25.4% of the sales in the sales categories represented by the Project and
cumulative projects, with the 1.5% figure pertaining to general merchandise category and the 25.4%
figure pertaining to the food & beverage retail category. Across the entire City sales base the impacts
would be equivalent to 6.6% of the sales base. Thus, if all the Project and cumulative project sales
impacts were experienced by Walnut Creek retailers, there would be a collective decline of 6.6% of
sales among these retailers.

Table 13. Preject and Cumulative Project Sales Impacts on Sales Bass, Sales in $millions
Existing Base without Consideration of Future Demand

Existing Populafion Base

Total Net Walnut Combined

Retail Category New Sales Cresk Cities (1)
Motor Vehicles and Parts Dealers $0 0.0% 0.0%
Home Furnishings and Applicnce Stores $4,982,355 6.9% 2.4%
Building Materials and Garden Equip $0 0.0% 0.0%
Food and Beverage Stores $65,579,980 25.4% 11.5%
Guasoline Stetions $0 0.0% 0.0%
Clothing and Accessories Stores $9,319,948 3.4% 2.3%
General Merchandise Stores $3,096,240 1.5% 0.5%
Food Services and Drinking Places $17,293,173 8.3% 4.6%
Other Retail Group $18,026,265 9.8% 4.2%
Total $118,297,961 6.6% 2.9%

(1) Walnut Creek and Concord sales bases combined.
Sources: Exhibits 30 and 31.

The City of Walnut Creek alone is not anticipated to bear the full brunt of the Project’s estimated sales
impacts, with Concord retailers also likely to experience some sales diversions. This is especially the
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case given the likely wider area from which the Whole Foods store will draw customers. Therefore,
taking the City of Concord retail sales base into account reduces the overall sales impacts based upon
the existing population base to 2.9%. With Concord’s sales base included in the base the food sales
impact drops to 11.5% of sales.

Impacts Net of Fufure Demand. Taking into consideration prospective demand generated by
households new to Walnut Creek prior to the full operation of the Project and the cumulative projects,
the overall sales impacts will decline to 5.0%, with the sales impact on the food & beverage category
declining to 22.2%. These figures are presented in Table 14, which also indicates demand will remain
in retail categories not present at the Project. Thus, demand in these categories can support new retail
opportunities. This unmet demand totals $20.2 million, of which $9.0 million is for non-auto uses.

Table 14. Project and Cumuldtive Project Sales Impacts on Sales Base, 2018
Less Consideration of Future Demand

City of Walnut Cresk
Sales % Impoct
Total Net Impact Less Remaining on

Retail Category New Sales New Demand Demand Sales Base
Motor Vehicles and Parts Dealers $0 $0 $5,532,933 0.0%
Home Furnishings and Appliance Stores $4,982,355 $2,534,936 NA 3.5%
Building Materials and Garden Equip $0 $0 $2,705,502 0.0%
Food and Beverage Stores $65,579,980 $57,412,214 NA 22.2%
Gasoline Stations $0 $0 $5,730,837 0.0%
Clothing and Accessories Stores $9,319,948 $6,247,446 NA 2.3%
General Merchandise Stores $3,096,240 $0 $6,256,451 0.0%
Food Services and Drinking Places $17,293,173 $11,609,475 NA 5.6%
Other Retail Group $18,026,265 $12,353,033 NA 6.7%
Total $118,297,961 $90,157,103 $20,225,724 5.0%

Source: Exhibit 33.

When both future demand and City of Concord sales are factored into the Project and cumulative
projects impact analysis, the overall sales impacts are reduced to 1.6% (see Table 15).

Table 15. Project and Cumulative Project Sales Impacts on Sales Base, 2018
Less Consideration of Future Demand
Cities of Walnut Creek and Concord Combined

Sales % Impact
Total Met Impact Less Remaining on
Retail Category New Sales New Demand Demand Sales Base
Motor Vehicles and Parts Dealers $0 $0 $11,104,279 0.0%
Home Furnishings and Appliance Stores $4,982,355 $0 $0 0.0%
Building Materials and Garden Equip $0 $0 $5,429,787 0.0%
Food and Beveroge Stores $65,579,980 $49,187,744 $0 8.6%
Gasoline Stations $0 $0 $11,501,460 0.0%
Clothing and Accessories Stores $9,319,948 $3,153,612 30 0.8%
General Merchandise Stores $3,096,240 $0 $12,556,338 0.0%
Food Services and Drinking Places $17,293,173 $5,886,318 $0 1.6%
Other Retail Group $18,026,265 $6,640,415 $0 1.6%
Total $118,297,961 $64,868,089 $40,591,865 1.6%
Source: Exhibit 34.
(1) Walnut Creek and Concord sales bases combined.
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Using the combined retail base, the largest retail category impact is 8.6% of the food & beverage
category. As with the Walnut Creek sales base analysis, additional unmet demand will remain in
categories not served by the Project and cumulative projects, and can support new retail opportunities.
This unmet demand totals $40.6 million, of which $18.0 million is for non-auto uses.

Residual Impacts Net of 3% of Sales Base. Taking the impact analysis one step further, Exhibits 33
and 34 include estimates of the amount of residual Project and cumulative project impacts that would
remain even after all planned retail development impacts equivalent to 3% of the sales base for each
category with estimated impacts are absorbed by existing retailers. This is included as a proxy for
expected sales fluctuation for retailers, recognizing that there is always some level of sales volatility
inherent in operating in a dynamic industry sector. These findings are summarized in Table 16, below.

The results of this analysis indicates that if all the impacts were incurred among Walnut Creek
retailers, the residual sales impacts would total $62.2 million, of which $49.7 million would be in the
food & beverage category. If the impacts were spread across both Walnut Creek and Concord, then
the residual sales impacts would total $32.0 million, all of which would be in the food and beverage
category.

Table 15. Project and Cumulative Project Residual Sales Impads > 3% of Sales Base
By Retail Category, 2018

Combined Cities of

City of Walnut Creek

Retail Category Walnut Craek and Concord
Motor Vehicle & Parts Dealers $0 $0
Home Furnishings & Appliances $357,506 $0
Building Materials & Garden Equipment $0 $0
Food & Beverage Stores $49,655,796 $32,013,756
Gasoline Stations $0 $0
Clothing & Clothing Accessories $0 $0
General Merchandise Stores $0 $0
Food Services & Drinking Places $5,375,767 $0
Other Retail Group $6,850,621 $0
Total 562,239,691 $32,013,756

Sources: Exhibits 33 and 34.

As cited earlier, the impact results are likely somewhere between the two analytical findings of $62.2
million impacts on Walnut Creek retailers or $32.0 million on combined Walnut Creek and Concord
retailers. If the impacts are isolated to Walnut Creek, retailers in four categories would be impacted,
including home furnishings & appliances, food & beverage, food services & drinking places, and
other retail. If the impacts are isolated to the combined Walnut Creek and Concord area, the residual
impacts would only occur in the food & beverage category.

Store Closure Potential

Food Stores. The sales impact analysis indicated a projected $32.0 to $49.7 million food store sales
impact resulting from development of the Project and cumulative projects. This is after consideration
of new demand and absorption of an assumed 3% sales decline in the food & beverage category.
This is the level of impact estimated assuming the Project and identified cumulative projects perform at
the level of sales estimated for each store or project. If the Project and cumulative projects perform at
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lower sales levels then the impacts will be lower, but lower sales alone are unlikely to reduce the
impacts to a level that will not comprise a large portion of the food store sales base. Thus, the analysis
suggests that the success of the Project and cumulative projects will occur to the detriment of other
food stores.

This conclusion is borne out by separate analysis conducted by ALH Economics regarding the food
sales trends in Walnut Creek following the September 2012 opening of Sprouts, a specialty grocery
store that is smaller than a typical supermarket and focuses on fresh foods, produce, healthy foods,
and vitamins/supplements. ALH Economics analyzed the Walnut Creek food sales trend data
presented in Exhibit B-5. The period of time covered by this trend coincides with the opening of the
Sprout’s store. Retail Maxim reports that in 2012 the Sprouts chain averaged sales of $490 per square
foot. The City of Walnut Creek reports that the Sprouts store totals approximately 25,400 square feet.
Assuming the Sprouts store performed at the national level, then ALH Economics estimates that
approximately 40% of sales at Sprouts are net new to Walnut Creek and 60% of the store’s sales were
diverted from existing Walnut Creek grocery stores. The net new sales are likely attracted from the City
of Pleasant Hill given the store’s location close to Pleasant Hill (see Map Identifier #17 on Exhibit 23).
While ALH Economics does not believe any existing Walnut Creek food stores have closed since the
opening of Sprouts, this analysis suggests that other store sales have likely declined as a result,
supporting the analysis’ findings that existing store sales will likely be diverted as a result of the Project
and cumulative project openings.

Existing food stores can bear only so many sales losses before store viability becomes a concern. ALH
Economics believes the level of store impacts projected for the Project and cumulative projects
combined is sufficiently large enough that the likely result is that ot least one other existing food store
will experience high levels of sales diversion. The level of prospective sales impacts is high enough
that possibly even two stores could close. One prospective candidate for sales impacts high enough to
prompt store closure is the Nob Hill grocery store in nearby Citrus Marketplace. This store was
identified as a prospective candidate for closure following the opening of just the Project. The
likelihood of store closure appears even greater if the Whole Foods store opens in the redeveloped
Encina Grande shopping center.

At present, the Ygnacio Valley Road/Oack Grove Road commercial node includes approximately
60,500 square feet of grocery store space (Safeway 22,500 sq. ft. and Nob Hill 38,000 sq. ft.). When
the Project and cumulative projects are completed this node will have 130,500 square feet of grocery
store space (Safeway 55,000 sq. ft., Whole Foods 37,500 sq. ft., Nob Hill 38,000 sq. ft.) This is more
than double the increment of existing grocery store space. Even though the Whole Foods store will
have a different and larger market area than the Safeway and Nob Hill stores because of its market
niche, ALH Economics believes this is more grocery space than can be supported at this market
location. By 2018, the market area households will generate demand for $70 million in food store
sales (see Exhibit 12). If these residents generate the assumed 80% of sales for the expanded Safeway
store (i.e., $30.5 million, see Exhibit 5) and even just 33% of sales for the Whole Foods store (i.e.,
$11.6 million, or $34.7 * 33%), then about $42 million in market area demand will be absorbed by
just these two stores. This would leave approximately $28 million in demand to be captured by all
other grocery stores, and not just the market area stores of Nob Hill, Safeway (in Countrywood Plaza),
Trader Joe's, and Fresh and Easy. While these stores generate demand from other areas as well, the
market area likely generates a meaningful portion of their demand. Many other grocery stores located
outside the market area also likely attract sales from this area, including other stores along Clayton
Road and Monument Boulevard in Concord.
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Therefore, based on the high infusion of new food sales generated by the Project and cumulative
projects, estimated level of prospective sales impacts, and understanding of the future grocery store
dynamics in the market area and especially near the intersection of Ygnacio Valley Road and Oak
Grove Road, ALH Economics believes that one existing grocery store in the Walnut Creek and
Concord area could close, with the Nob Hill Grocery comprising a strong candidate for closure, and
possibly one other, not as clearly identified store.

Other Types of Sfores. The summary information in Table 16 indicates that retailers in select retail
categories other than food stores could also experience sales diversions in Walnut Creek totaling
$12.6 million. This would be if all the impacts occur in Walnut Creek. If the impacts are spread
beyond Walnut Creek into Concord, the impacts would be lessened, possibly reduced to no impacts
given retail demand in additional categories. If these impacts are more concentrated in Walnut Creek
than Concord there could also be the potential for some store closures. The identified categories
include home furnishings & appliances, food services & drinking places, and other retail. These
categories include a wide range of retailers. The types of retailers estimated to be generating the
Project or cumulative project sales that will result in the impacts are unknown, and also likely include a
wide range of retailers. Therefore, the particular retailers that could close and cause retail vacancies
cannot be specifically identified, but the potential appears to exist for some stores other than food
stores to also close as a result of the Project and cumulative project impacts.

Square Footage Implications

Another way of looking at the prospective impacts of the Project and cumuldtive projects is to convert
the estimated impacts on the sales base into supportable square footage. The intent is to identify the
amount of retail space that could be jeopardized as a result of the sales impacts. This supportable
space analysis is included in Table 17. This table presents the residual sales impacts > 3% of the sales
base less the unmet demand generated by new growth, to isolate the amount of new sales that are
not estimated to be absorbed by household growth. As noted in Table 17, these sales impacts are
estimated at $53.3 million if all impacts are isolated in just the City of Walnut Creek, and a lower
$14.0 million if the impacts are spread between Walnut Creek and Concord. In all likelihood, ALH
Economics anticipates that the impacts will be somewhere between these two bookends, as
households in areas of Concord distant from the Project or the cumulative projects are unlikely to
make significant expenditures af these retail projects.

Tabls 17. Project and Cumulative Project Sales Impacts > 3% of Sales Base
Less Consideration of Future Demand Converted to Square Fest Impacted, 2018
Cities of Walnut Creek

Sales Impact Factor City of Walnut Creek and Concord Combined
Sales Impacts > 3% of Sales Base $62,23%,691 $32,013,756
Non-Auto Surplus Demand $8,961,954 $17,986,126
Sales Impacts Less Surplus Demand $53,277,737 $14,027,631
Soles per Square Feet (1) $§400 - $500 $400 - $500
Impacted Square Feet (2) 133,194 - 106,555 35,069 - 28,055

Sources: Exhibits 33 and 34.
(1) Sensitivity analysis regarding prospective soles performance.
(2) Sales Impacts Less Surplus Demand / Sales per Square Foot.
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A generic sales per square foot range was then applied to the adjusted sales impacts figures, to assess
the amount of square feet of retail space that could be affected by the sales impacts. This is the same
$400 to $500 range used previously in the similar analysis conducted for just the Project. The
resulting impacted square feet figures are essentially the amount of space anticipated to lose
consumer demand, or support, under the assumption that the Project and cumulative projects will
perform as estimated. If the sales achieved by the Project or the cumulative projects are lower, then
the remaining sales impacts and affected square feet of retail space will correspondingly be less as
well. The result of this calculation indicates the level of potential impacted square feet pursuant to the
Project and cumulative projects, which ranges from 106,555 to 133,194 square feet if all impacts are
confined to Walnut Creek or 28,055 to 35,069 square feet if the impacts are more widely dispersed
including in Concord, and possibly also Pleasant Hill.

This is an oversimplified analysis, and should not be construed to mean that stores totaling the cited
square footage amounts would necessarily close as a result of the Project and cumulative projects. To
some extent existing stores can absorb sales losses that occur when sales are diverted to new stores,
including above the 3% allowance factored into the analysis. This could especially be the case for
existing stores if they are greatly exceeding their store chain or industry average performance sales
figures. In addition to the ability for existing stores to absorb some sales losses, ALH Economics
believes several other factors could also offset some of the identified impacts. These factors include: 1)
changes in retail composition, sales, or size of the cumulative supply; and 2) changing consumer
shopping patterns, especially if new or different retailers encourage increased market area household
retail spending in excess of the amount reflected in the analysis.

However, ALH Economics believes the sales impacts are steep enough that some store closures will
likely occur. This is especially the case among grocery stores but could also include stores in other
retail categories as well. The real estate market implications of these potential store closures are
probed in the following chapter, addressing the potential urban decay impacts of the Project and the
cumulative projects.
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X. URBAN DECAY DETERMINATION

The purpose of this chapter is to assess the degree to which development of The Orchards at Walnut
Creek would or would not contribute to or cause urban decay. This includes impacts associated with
the Project combined with other cumulative planned retail development. This chapter discusses the
definition of urban decay, the study’'s approach to determining urban decay potential, and ALH
Economics’ urban decay determination.

STUDY DEFINITION OF URBAN DECAY

For the purpose of this analysis, urban decay is defined as, among other characteristics, visible
symptoms of physical deterioration that invite vandalism, loitering, and groffiti that is caused by a
downward spiral of business closures and long term vacancies. This physical deterioration'® to
properties or structures is so prevalent, substantial, and lasting for a significant period of time that it
impairs the proper utilization of the properties and structures, and the health, safety, and welfare of
the surrounding community.

APPROACH TO DETERMINING URBAN DECAY POTENTIAL

ALH Economics engaged in several tasks to assess the probability of urban decay ensuing from Project
development and the identified cumulative projects. These tasks revolved around assessing the
potential for closed retail store spaces, if any, to either {a) remain vacant for a prolonged period of
time such that they contribute to the multitude of causes that could eventually lead to urban decay, or
(b) be leased to other retailers within a reasonable marketing period.

The purpose of this research was to determine if sufficient retailer demand exists to absorb vacated
space in the event existing retailers close due to any negative economic impacts of the Project and the
development of other planned retail. An additional purpose was to assess the potential for long-term
vacancies to devolve into urban decay. ALH Economics conducted field research and contacted real
estate brokers and third party resources to determine the commercial health of the market area and
environs.

THE CURRENT ENVIRONMENT

ALH Economics conducted fieldwork throughout portions of the cities of Walnut Creek, Concord, and
Pleasant Hill. The purpose of this fieldwork was to perform reconnaissance of the Project site, identify
and visit select competitive retailers, examine the physical condition of major shopping centers and
commercial shopping corridors, and identify existing retail vacancies and assess their condition and
appearance. These personal observations are complemented by historical and current retail market
performance data, demonstrating the underlying strength or weakness of the local commercial retail
market.

16 The manifestations of urban decay include such visible conditions as plywood-boarded doors and
windows, parked trucks and long term unauthorized use of the properties and parking lots, extensive gang
and other graffiti and offensive words painted on buildings, dumping of refuse on site, overturned
dumpsters, broken parking barriers, broken glass littering the site, dead trees and shrubbery together with
weeds, lack of building maintenance, homeless encampments, and unsightly and dilapidated fencing.
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Retail Market Statistics

Historically, Walnut Creek and Concord have maintained reasonably healthy retail market sectors.
The same is true of Pleasant Hill. Historical trend data in Exhibits 35, 36, and 37 present quarterly
vacancy, absorption, and new construction trends in Walnut Creek, Concord, and Pleasant Hill,
respectively, beginning 1% quarter 2006. Select 2" quarter 2013 market statistics are summarized in
Table 18. This table indicates that the retail inventory totals 4.8 million square feet in Walnut Creek,
7.7 million square feet in Concord, and a lesser 2.8 million square feet in Pleasant Hill. This indicates
that the largest portion of area retail inventory is in Concord, with still substantial amounts in both
Walnut Creek and Pleasant Hill.

As summarized in Table 18, as of 2" quarter 2013, Walnut Creek had an overall retail vacancy rate
of 3.3%. This rate has been remarkably consistent over an extended time period, with the vacancy rate
ranging between 2.5% and 3.9% since 2006 (see Exhibit 35). This indicates an extremely healthy and
very stable retail base throughout the City. This low vacancy rate was even maintained throughout the
recent severe recession.

In general, retail markets are deemed most healthy when there is some increment of vacancy, at least
5.0%, which allows for market fluidity and growth of existing retailers. Even retail vacancy rates at the
10.0% level are generally considered a reasonably healthy retail market. Thus, the current Walnut
Creek retail vacancy rate of 3.3% is a very low vacancy rate and indicative of a very strong market.
The market is so strong that existing retailers seeking to expand may be experiencing difficulty finding
adequate space.

Table 18
Second Quarter 2013 Retail Vacancy and Inventory
Market Area Cities

chqncy Retail Vacant
City Rate Inventory Sq. Ft.
Walnut Creek 3.3% 4,770,939 159,287
Concord 5.1% 7,675,970 391,368
Pleasant Hill 3.6% 2,834,250 102,762
Weighted Average/Total 4.2% 12,446,909 550,655

Note: Figures may not total due to rounding.
Sources: Exhibits 35, 36, and 37.

In somewhat similar manner, the data presented for Concord and Pleasant Hill in Exhibits 36 and 37
and summarized in Table 18 indicate that these markets are characterized by strong to moderately
strong retail markets, with 2" quarter 2013 vacancy ranging from 3.6% in Pleasant Hill to 5.1% in
Concord. Retail vacancy in Concord has experienced the most variability, ranging from a low of 3.6%
before the recent recession and a high of 8.4% during 3™ quarter 2010. Since then Concord’s retail
vacancy has steadily dropped, to the very healthy 5.1% rate during the most recent quarter. This rate
is more in line with Concord’s retail vacancy rate prior to the recession.

Pleasant Hill’s retail vacancy rate is also historically very low, ranging over approximately the past 8

years from a low of less than 1.0 percent during 1¢ quarter 2008 to a high of 5.7% during 1¢ quarter
2010. The timing of this high vacancy corresponds with the recent historic high in Concord. Similar to

The Orchards at Walnut Creek 56 ALH Urban & Regional Economics

2.0-118 Final Environmental Impact Report - Best Development Grocery Outlet



COMMENTS ON DRAFT EIR AND RESPONSES

2.0

Walnut Creek, Pleasant Hill has maintained a very low retail vacancy rate, indicative of a constrained
market with little potential for movement or fluidity.

Across all three cities the overall 2" quarter 2013 vacancy rate is 4.2%. This is a very low rate,
indicative of a strong retail market. This bodes well for the market area and environs with respect to
any potential increases in vacancy attributable to potential Project impacts resulting in store closures.

Representative Retail Lease Transactions

Table 19 demonstrates that retail vacancies in Walnut Creek and Concord are finding new tenants.
The same is true in Pleasant Hill to a lesser extent. This table summarizes 122 retoil lease transactions
for previously occupied spaces that occurred over the one-year time frame generally from August
2012 to August 2013.'7 These 122 lease transactions totaled approximately 361,552 square feet of
leased space, with an average size of almost 3,000 square feet.

Table 19. Summary of Lease Transactions
August 2012 - August 2013
Walnut Creek, Concord, and Pleasant Hill

Largest
Number Total Space  Average
_City of Leases Sq. H. Sg. H.  Sq. F.
Walnut Creek 54 151,378 38,439 2,803
Chresra 61 187,905 16,500 3,080
Pleasant Hill (1) 7 22,269 6,036 3,181
Total 122 361,552 60,975 2,964

Sources: CoStar; and ALH Urban & Regional Economics.
(1) Data are for September 2012 - September 2013.

As Table 19 indicates, there were 54 retail lease transactions executed in Walnut Creek among
previously occupied spaces over the one-year time frame, totaling approximately 151,378 square feet
of leased space. The average Walnut Creek lease transaction was 2,803 square feet, with the largest
being 38,439 square feet. This large lease was for a new 24-Hour Fitness at 2800 N. Main Street on
the site of the former burned down Piedmont Lumber retail facility. There were 61 retail leases
executed in Concord over the same time frame, totaling an even greater 187,905 square feet of
leased space, with a similarly sized average of 3,080 square feet. The largest backfilled retail space in
Concord was 16,500 for Airport Appliance at 1505 Willow Pass Road. Finally, leasing activity during
the most recent one-year period in Pleasant Hill totaled seven leases comprising 22,269 square feet
of leased space, with an average size of 3,181 square feet. In Pleasant Hill the largest backfilled retail
space during this time period was 6,036 square feet. Notably these retail lease transactions all
occurred during a time period of relative stability in each city’s retail market, with vacancy rates
remaining low and stable.

These volumes of lease transactions are an indicator of the demand for previously occupied retail
space throughout the general area. Discussions with commercial leasing agents active in the area
indicate that the market is healthy and has improved over the last few years. Active commercial

7 The exception is the Pleasant Hill activity reflects September to September activity.
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brokers indicate the market is strongest in Walnut Creek and Pleasant Hill, especially downtown
Walnut Creek but also other parts of the City. Concord is cited as a relatively weaker market, but still
performing moderately. This market characterization is supported by Concord’s current 5.1% vacancy
rate. As indicated by the lease transactions, smaller spaces are more desirable and are absorbed
more quickly than larger spaces, but larger spaces are also achieving absorption, including even
before the vacancies occur, especially in malls near a critical mass of retail with strong anchor
tenants. In general, the area’s active commercial leasing agents indicate that vacancies in well-located
properties generally lease quickly, but that extended vacancies are more prone to be located in older
shopping centers that have not been kept up or improved.

Representative Major Retail Vacancies

Exhibit 38 presents representative listings of larger retail vacancies for the cities of Walnut Creek,
Concord, and Pleasant Hill. This list of vacancies was provided in August 2013 by CoStar, a
commercial real estate information company, and includes properties with approximately 10,000 or
more vacant square feet. These are the vacancy sizes most likely to resemble prospective grocery store
vacancies that might result from the Project and/or cumulative project impacts, and thus can prove
instructive regarding the physical disposition of such vacancies. The list is not comprehensive, but is
considered representative of the larger vacancies and their distribution in the area. ALH Economics
verified all of the vacancies, including removing vacancies identified by CoStar that have since been
leased. Notably, many of the vacancies are in older properties, with all but one built prior to the
1990s. This suggests that larger vacancies in the area are more prone to occur in older commercial
properties. Further, none of the major vacancies are close to the Project site, with the nearest ones
approximately 3.5 miles away. This especially indicates the relative health and strength of the Project
site’s immediate environs.

ALH Economics reviewed the physical condition of all the vacancies, focusing on their upkeep and
physical appearance. As noted in Exhibit 38, most of the larger identified vacancies are in Concord.
There are relatively few larger vacancies in both Walnut Creek and Pleasant Hill. This is a testament
to the relative strength of these commercial markets. Among the existing vacancies, only two are
former food or grocery store spaces. One is a former Safeway on Monument Boulevard in Concord
that closed in January 2013. This 43,112-square-foot space is currently controlled by Safeway, but the
company is in the process of negotiating the return of the space to the property owner. The property is
3.5 miles from the Project site. The space appears to be an older Safeway store but is in good
condition. It comprises the only vacancy in the shopping center where it is located. The only other food
store vacancy is the former Country Square Market in Pleasant Hill. This small store was less than
10,000 square feet, but in combination with other center vacancies totals approximately 10,000
square feet. This property is 6.7 miles from the Project site. The information for this vacancy is
confusing, but it appears that the space is under contract to be backfilled by an appliance store and
that Big 5 also took some of the space. One of the properties with vacancy appeared to have chronic
vacancy issues, including one boarded up window, but this is turning around. This vacancy is the first
Concord listing on Exhibit 38, which comprises a center built in 1980 with Guitar center as its last
remaining of three major tenants. Prior tenants that left the center include Sports Chalet and Rasputin
Music. However, Hobby Lobby recently signed a 10-year lease to take over both the Sports Chalet
and Rasputin Music spaces, and Guitar Center has also signed a 10-year lease. Visual observation of
the property indicated there is one boarded up broken window, but otherwise the center is in good
condition. While the broken window is a sign of poor upkeep it appears this center is turning around
with the recent execution of the 10-year lease with Hobby Lobby.
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None of the other major vacancies show signs of poor maintenance or repair. Leasing activity is
evident at many of the vacancies, and the ones that show little activity are demonstrating signs of
upkeep. Therefore, based upon fieldwork observations, the area’s larger vacancies are well
maintained, including the former grocery or food stores, both of which are located relatively distant
from the Project site. In general, and with almost no exception, the general area’s vacancies do not
exhibit signs of decay or deterioration.

Retail Backfilling Examples

As demonstration of the potential for backfilling of retail vacancies, including any vacancies that might
result from the Project or cumulative project’s sales impacts, ALH Economics compiled a list of
examples of backfilled tenants, with a focus on larger tenant spaces backfilled in Walnut Creek and
Concord. This list, presented in Exhibit 39, includes 16 examples of backfilled tenant spaces,
comprising almost 375,000 square feet of space. Several of these examples were former grocery store
spaces, but also include other larger tenant spaces. The distance of each backfilled site from the
Project site is cited on Exhibit 3%, with the distance ranging from 0.1 to 6.3 miles. There are two
examples located approximately 0.1 miles from the Project. One is the backfilling of Long’s at Citrus
Marketplace in 2007, when BevMol located af the center, and the other is the anticipated backfilling
of the Encina Grande Safeway space with Whole Foods, anticipated in 2016.

The quantity of retail backfill examples is a very strong indicator of the reuse potential of larger retail
spaces and the attraction of the retail market in Walnut Creek. The information in Exhibit 39 identifies
the current/planned tenant and the prior tenant. Examples in Walnut Creek include grocery stores that
were backfilled by other grocery stores, such as Trader Joe’s in 2006 moving into part of a closed
Albertson’s; grocery stores that were subdivided and occupied by multiple non-grocery tenants, such
as Andronico’s in 2009 being subdivided for Cheesecake Factory, Elite Sports Authority, and Tilly's;
and non-grocery spaces that were backfilled by food stores, such as Fresh and Easy taking over a
former 15,000-square-foot Rite Aid in Ygnacio Plaza. More recent examples in Walnut Creek include
a series of moves by Pier 1 Imports, with Pier 1 moving into 10,000 square feet formerly occupied by
Golfsmith, and Golf Mart in turn taking over the 8,500 square feet vacated by Pier 1. There are also
recent backfilling examples in Concord, with Airport Appliance taking over 16,500 square feet of
space occupied by Velocity Sports Performance and Dollar General taking over 10,000 square feet
occupied by Solano Foods. These are just some of the 16 backfill examples collected for the purpose
of this study. This list is not comprehensive. The presence of these and yet other backfilling examples
in the Walnut Creek, Concord, and Pleasant Hill shows that the market has the demonstrated ability
to backfill retail vacancies, including larger spaces subdivided for multiple tenants, suggesting that any
retail vacancies that might occur as a result of Project or cumulative project impacts will not remain
vacant for long and contribute to conditions of urban decay or deterioration.

REGULATORY CONTROLS

Owners of commercial retail properties are generally financially motivated to maintain property in a
manner appropriate to retain existing tenants and attract new retail tenants. This appears to be the
case in the cities of Walnut Creek, Dublin, and Pleasant Hill, as evidenced by the overall positive
prevailing physical condition of the retail vacancies in these cifies. If property owners lag, however,
and property maintenance begins to show signs of deferred maintenance or other disrepair, all three
of these cities have regulatory controls that can be implemented to avoid the onset of deterioration or
decay. A review of these regulations by city follows.
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City of Walnut Creek

City ordinances, such as the City of Walnut Creek Municipal Code of Ordinances, Title I., Chapter 6
on Nuisances, require property owners to maintain their properties so as not to create a nuisance by
creating a condition that promotes blight, reduces property values, or is detrimental to the public
welfare. Article 3 of Chapter 6 identifies a range of conditions that are considered a public nuisance
for persons owning, leasing, or occupying premises in the City of Walnut Creek. Examples of these
conditions include the following:

s storing or accumulating personal property such as appliances, junk, rubbish, and debris that
constitutes visual blight (Article 3.c);

e maintaining the exterior of any vacant or unoccupied building in a state of unsightliness so as
to constfitute a blighted condition (Article 3.e);

e keeping, depositing, or accumulating garbage, refuse, or rubbish (Article 3.n)

The Municipal Code proceeds to prescribe procedures for the reporting, enforcement, and completion
of nuisance abatement, up to and including the City bearing the cost of remedying the abatement and
placing a special assessment against the parcel, to be collected at the same time and in the same
manner as ordinary municipal taxes are collected.

Enforcement of these ordinances can help prevent physical deterioration due to any long-term
closures of retail spaces. Code enforcement in Walnut Creek is managed by the Nuisance
Abatement/Code Enforcement Division of the City's Community Development Department. The
division has one staff member devoted to its services.

Code enforcement in Walnut Creek is primarily done on a complaint basis, with only limited pro-
active efforts at identifying instances of non-compliance. A system called SeeClickFix is available to the
public to lodge complaints either as a downloadable application for smart phones or on-line. Using
the phone application, a complainant can take a picture of the violation, fill out a short form, and
submit it electronically to the Enforcement Division. A similar process is followed on-line.

The focus of the Division's efforts is compliance and they are willing to work with owners to succeed.
When a violation occurs, the responsible party is given an appropriate amount of fime to correct the
violation depending on the nature of the violation. In cases of graffiti the goal is to have it removed
within three days. Generally the Division will provide repeated notices and will make a concerted
effort to be sure that it is contacting the correct responsible party, including posting notices at the
property. If no action is taken after 30 days the Division may correct the violation using third party
contractors and levy the cost on the property owner. The Division will also issue fines that increase with
each instance of violation. In the case of commercial properties, instances of non-correction following
violation notice are very rare, particularly compared to other municipalities.

Separate information about reporis filed for graffiti was not available from City sources. Graffiti clean-
up is the responsibility of the property owner whose property was defaced by graffiti.

Overall, the Division receives approximately 50-60 complaints per month. The overwhelming majority
of these complaints are residential or for issues such as noise or zoning violations, which do not have
an impact on commercial urban decay as it relates to this study. In recent history no complaints for
commercial properties have progressed to the point where the City took responsibility for abatement
or placed a lien on a commercial property.

The Orchards at Walnut Creek 60 ALH Urban & Regional Economics

2.0-122

Final Environmental Impact Report - Best Development Grocery Outlet



COMMENTS ON DRAFT EIR AND RESPONSES

2.0

City of Concord

Similar provisions also exist in the City of Concord, such as the City of Concord Municipal Code of
Ordinances Chapter 62 on Neighborhood Preservation. Similar to Walnut Creek’s Code, this Chapter
of Concord’s Municipal code defines a public nuisance, wherein the City's goal is to “protect the
health, safety and welfare of its citizens and their property and that an ordinance is necessary to
regulate, prevent and prohikit disorderly, disturbing, unsightly, unsafe, unsanitary conditions or
obijects in the city.”'® Many nuisances are specifically defined in Concord’s Municipal Code. Examples
include the following:

s a wall or fence that is poorly maintained, sagging, leaning, fallen, decayed or is otherwise
structurally unsound or unsafe (Sec. 62-32.n)

e a building or other structure that is abandoned for a period of 90 days or more {Sec. 62-32.0)

e maintaining windows, building exteriors, roofs, and gutters in a defective, deferiorated, or
domaged condition (Sec. 62-32.r)

* paint on a building, wall, fence, or structure that has become so deteriorated as to permit
decay, peeling, dry rot, or insect infestation (Sec. 62-32.s)

e littering (Sec. 62-32 .z)

With respect to littering, business owners “must maintain their property in a neat and orderly manner,
free of loose trash, debris, or litter.”?

Code enforcement in the City of Concord is done by the Code Enforcement Unit of the Concord Police
Department. This Unit is responsible for violations of the municipal code relating to real property.
Examples of common code violations include accumulation of trash, personal property and
abandoned vehicles, overgrown vegetation, and broken windows, fences, and other property
damage. The Unit is managed by a Police Sergeant and is statfed by a police corporal, four dedicated
code enforcement officers, and a recycling theft prevention specialist.

Code violations are identified directly by the Code Enforcement Unit and by public complaints. Public
complaints may be made by telephone and email. Land owners are identified by public records for
the purpose of notification of violation. Notifications are not typically posted at the property. The
process that occurs after a case is opened varies somewhat based on the history of the property and
its owner with the Enforcement Unit and on the response of the owner to notification of violation.
Typically the owner is given an informal notice and granted ten days to correct. If there is no
correction, then a Nofice of Violation is served along with a $100 fine and another ten days to correct
is granted. This would typically be followed by a second notice with a $200 fine and an additional ten
days and a third notice with a $500 fine and another ten days. Ensuing steps involve the Court and
include an Administrative Citation, establishing a lien on the property, and a Property Abatement
order in which a third party is contracted to correct the violation on behalf of the owner and the City.

The Code Enforcement Unit manages approximately 200 cases per month. They do not maintain
detailed data regarding the breakdown of cases by type.

Graffiti abatement in Concord is managed by o separate program within the Public Works
Department. Cases are submitted from the public via a telephone line, the City website, email, and

'® City of Concord, “Municipal Code,” Chapter 62 Neighborhood Preservation, Sec. 62-31. Purpose.”
% |bid, Sec. 62-21.z.
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from Public Works employees. The Public Works Department generally carries out all abatement of
instances of graffiti within its jurisdiction. It contacts property owners to obtain waivers to enter private
property before painting over the graffiti. Typically it does not require property owners to do the
painting themselves. The Concord Public Works Department is responsible for all instances of graffiti
that are visible from any roadway or public grounds within the City of Concord as well as Contra
Costa County Flood Control areas.

The Public Works Department responds to graffiti complaints within 24 hours and usually covers over
the graffiti within the same timeframe. In some cases they will paint a square over the graffiti to cover
it up immediately and then return later to match the color. Instances of gang-related or racial subject
matter receive priority.

Concord receives approximately 200 to 400 graffiti complaints per month. They paint over
approximately 20,000 to 50,000 square feet of surface area per month or 400,000 to 500,000
square feet per year.

City of Pleasant Hill

Similar regulatory codes also exist in the City of Pleasant Hill, such as the City of Pleasant Hill
Municipal Code of Ordinances Chapter 7 on Community Preservation. Examples of nuisances defined
by Pleasant Hill's Municipal Code include the following:

e maintain property, a building, or structure, or required fence in such condition that it is
defective, unsightly, or in such condition of dilapidation or disrepair that it causes or
accelerates the substandard condition of the property ..... (7.05.020.D)

*  maintain a building or structure which has been defaced with paint or other liquid (e.g.,
graffiti) which defacement is visible from a public street or sidewalk, public park, school or
public right-of-way (7.05.020.E)

e maintain property with the accumulation of garbage, litter, dirt, debris, junk, trash, salvage
materials, lumber or other debris

Code enforcement in the City of Pleasant Hill is the responsibility of the Code Enforcement Investigator
(“CEl") within the Pleasant Hill Planning Department. Examples of common violations cited by the City
include abandoned and dilapidated homes or buildings, improper vehicle storage or vehicle
maintenance, graffiti, trash, and debris.

Code violations are identified both proactively by the CEl and by public complaint. Public complaint
accounts for approximately 70% to 80% of cases. The public can make complaints by telephone or by
using a form on the City website.

Once a case is established the property owner is identified through property neighbors or from public
records. The first step in the enforcement process is typically an informal notification to the owner with
a 7-10 day period to correct. If there is no correction then an Administrative Citation is issued with a
$100 fine and an additional ten day period to correct. If necessary, this would be followed a second
Citation with a $200 fine with ten days to correct and a third Citation with a $500 fine and an
additional ten days. The second and third citations may also include fees for administrative costs and
the investigator’s time. Finally, an Abatement Notice with a warrant from the court will be issued and
the violation will be abated by the City.
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Pleasant Hill has approximately 100 cases per month, of which 5% to 20% relate to commercial
properties.

Summary

During the fieldwork conducted in September 2013 there were no visible signs of litter, graffiti, weeds,
or rubbish associated with existing commercial nodes and corridors in the cities of Walnut Creek,
Concord, and Pleasant Hill. Aimost all vacant properties were well-maintained with no signs or decay
or deterioration. Thus, ALH Economics concludes that existing measures to maintain private
commercial property in good condition in the cities of Walnut Creek, Concord, and Pleasant Hill are
effective and would serve to preclude the potential for urban decay and deterioration in the event any
existing area retailers close following the operations of the Project and other cumulative retail projects.

POTENTIAL FOR URBAN DECAY RESULTING FROM THE PROJECT
Contributing Causes to Urban Decay

Before considering how the Project and cumulative projects might affect the market and environs, it is
useful to focus on what constitutes the environmental impact known as urban decay. The leading court
case on the subject, Bakersfield Citizens for Local Control v. City of Bakersfield (2004) 124
Cal.App.4th 1184, 1204, described the phenomenon as “a chain reaction of store closures and long-
term vacancies, ultimately destroying existing neighborhoods and leaving decaying shells in their
wake.” The court also discussed prior case law that addressed the potential for large retail projects to
cause “physical deterioration of [a] downtown area” or “a general deterioration of [a] downtown
area.” (Id. at pp. 1206, 1207). When looking at the phenomenon of urban decay, it is also helpful to
note economic impacts that do not constitute urban decay. For example, a vacant building is not
urban decay, even if the building were to be vacant over a relatively long time. Similarly, even a
number of empty storefronts would not constitute urban decay. Based on the preceding descriptions
regarding urban decay, therefore, ALH Economics’ analysis examined whether there was sufficient
market demand to support the Project without affecting existing retailers so severely such as to lead to
a downward spiral toward decay of the commercial real estate market.

Project and Cumvulative Project Vacancy Impacis

The preceding analysis indicated the potential for one grocery store to close following development of
the Project, and for one additional grocery store and other retail spaces to close following
development of the cumulative projects. As noted in Table 11, the Project impacts alone are estimated
at worst to result in the potential vacancy of 32,401 to 40,501 square feet of retail space in Walnut
Creek. If the impacts are spread throughout Walnut Creek and Concord, as well as Pleasant Hill, then
few vacancy impacts are anticipated. However, there is a strong possibility that the Project may result
in one grocery store vacancy, which would likely be in Walnut Creek. Cnce all the cumulative projects
are developed the potential vacancy impaicts increase. These impacts could be as high as 106,555 to
133,194 square feet if all impacts are confined to Walnut Creek or lower at 28,055 to 35,069 square
feet if the impacts are more widely dispersed including in Concord (see Table 17). In all likelihood, the
vacancy impacts will be somewhere between these two bands, as the vacancy impacts are unlikely to
occur in just Walnut Creek.

The vacancy impacts of the Project and Project combined with the cumulative projects is presented in
Table 20. This table indicates the percentage increase in the retail base vacancy rate that would oceur
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if the maximum vacancy impacts result. The resulting retail vacancy rate is also shown for each
location.

Table 20
Project and Cumulative Project Retail Vacancy Rate Impacis
Maximum Incraase in Existing Resulting
Retail Sq. Ft. Vacancy Sq. F. Vacancy
City Inventery Impact Rate Yacant Rate
Project
Walnut Creek 4,770,939 40,501 0.8% 159,287 4.2%
Walnut Creek and Concord 12,446,209 0 0.0% 550,655 4.4%
Project and Cumuilative Projects
Walnut Creek 4,770,939 133,194 2.8% 159,287 6.1%
Walnut Creek and Concord 12,446,909 35,069 0.3% 550,655 4.7%

Sources: Exhibits 35 and 36, Table 11 and Table 17.

The vacancy analysis indicates that if the Project’s maximum real estate market impacts occur in
Walnut Creek the city’s vacancy rate would increase by less than 1.0%. The overall vacancy rate
would increase to 4.2%. In general, retail markets are deemed most healthy when there is some
increment of vacancy, at least 5.0%, which allows for market fluidity and growth of existing retailers.
Even retail vacancy rates at the 10.0% level are generally considered a reasonably healthy retail
market. Thus, the vacancy rate increase to 4.2% in Walnut Creek following the Project’s maximum
potential impacts would still be indicative of a very strong retail market. As a result, it is very unlikely
that retail properties would fall into urban decay and that property owners would disinvest in their
properties, leading to the downward spiral of urban deterioration and decay. There are no combined
Walnut Creek and Concord vacancy impacts estimated for the Project’s impacts alone, as demand
generated by new growth is anticipated to absorb the Project’s combined sales impacts. This may
result in interim vacancies, but new growth in demand is anficipated to absorb these vacancies
quickly, with no resulling vacancy impacts in the market and hence no measurable increase in the
combined cities vacancy rate.

More noticeable vacancy rate impacts may occur pursuant to the development of the Project and the
cumulative projects. These impacts could raise the Walnut Creek vacancy rate by 2.8% and the
combined Walnut Creek and Concord vacancy rate by 0.3%. The resulting vacancy rates would be
6.1% for Walnut Creek and 4.7% for the combined cities. The resulting vacancy rate for Walnut Creek
is high relative to the long-term trends presented in Exhibit 35. However, this rate is still within the
realm of a rate indicative of a moderately healthy retail market.

It the available vacancies are concentrated in grocery store space, the strong retail market and the
backfill examples suggest that the grocery store space would be successfully backfilled. Depending
upon where the space is located, the vacated grocery store space could be subdivided as has
previously successfully occurred among the backfill examples, especially in Walnut Creek.
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Urban Decay Conclusion

In developing a conclusion regarding the potential for urban decay, ALH Economics relied on the
definition presented earlier in this chapter, which focused on determining whether or not physical
deterioration would likely result from the opening of the Project and other cumulative retail
developments. ALH Economics’ conclusion is based on consideration of current market conditions,
findings regarding sales and vacancy impacts, and regulatory controls, as summarized below:

Current Market Condifions: The fieldwork and market research indicated that retfail
market conditions are moderate to very strong in the relevant cities, with low retail
vacancy rates. Retail leasing activity is occurring throughout the area and existing
vacancies are well maintained. There are a few instances of long-term vacancy, but
these are generally concentrated in older retail centers, and few such vacancies are
more than 10,000 square feet. With scant exceptions, existing vacancies, including
longer-term vacancies, are well-maintained, and are not indicative of urban decay or
deterioration.

Sales and Vacancy Impacts: ALH Economics anticipates that the Project and
Project combined with cumulative projects sales impacts could result in closure of
existing retailers. The analysis suggests that one and possibly two grocery stores could
close and some additional retailers. The result could be up to about 40,000 square
feet of vacant space for the Project alone and up to about 133,000 square feet
resulting from the Project in combination with the cumulative projects, if all the impacts
are focused in Walnut Creek. The likelihood is that the impacts will be more widely
spread, and thus the vacancy impacts will be lower than these figures. Even if these
amounts of vacancy result, however, the resulting increments in retail vacancy rates
will be nominal to modest, with all resulting vacancy rates well within the range
indicative of a healthy retail market. Moreover, the market's demonstrated retfail
absorption and the strong to moderately strong market conditions suggest that most
vacancies that might occur as a result of Project or cumulative project impacts would
likely be backfilled within o reasonable time and not be characterized by prolonged
vacancy.

Even if some sites experience prolonged vacancy because they might be of a size that
experiences less demand or they are located in shopping centers with poor visibility or
other undesirable characteristics, the prevailing conditions in the market area and
environs suggest that these vacancies would be well-maintained and would not
devolve into urban decay or deterioration. Moreover, it should be noted that when
tenants vacate prior to lease expiration, they continue to be responsible for rent and
their share of building operating expenses. While not all tenants would have the
wherewithal to continue these payments, national or regional retailers are more likely
to have this capability. This is an important consideration because landlords would
continue fo receive income on these vacated spaces through committed lease
payments, which means they would have available financial resources to continue to
maintain their properties.

Regulatory Controls: During Project-related fieldwork conducted in September
2013, ALH Economics found there were little-to-no visible signs of litter, graffiti,
weeds, or rubbish associated with existing commercial nodes in the Project’s market
area or greater environs. Thus, ALH Economics concludes that existing measures to
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maintain private commercial property in good condition in Walnut Creek, Concord,
and Pleasant Hill are generally effective and would serve to help preclude the potential
for urban decay and deterioration in the event any existing retailers in the market area
or environs close following the operations of the Project and other cumulative retail
projects.

In conclusion, while some existing stores may experience negative impacts following the addition of
the Project and the Project combined with cumulative retail developments, there is limited evidence to
suggest that closed store spaces would exhibit traditional signs of deterioration and decay, such as
graffiti, refuse dumping, and dilapidated fencing. Existing vacant spaces throughout the area appear
well-maintained, including longerterm vacancies. This, plus the recent area leasing activity, indicates
that the cities comprising the competitive retail market for The Orchards at Walnut Creek are
inherently appealing retail markets. Based upon these findings, ALH Economics concludes that The
Orchards at Walnut Creek shopping center project and the identified cumulative projects will not
cause or contribute to urban decay.
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ASSUMPTIONS AND GENERAL LIMITING CONDITIONS

ALH Urban & Regional Economics has made extensive efforts to confirm the accuracy and
timeliness of the information contained in this study. Such information was compiled from a
variety of sources, including interviews with government officials, review of City and County
documents, and other third parties deemed to be reliable. Although ALH Urban & Regional
Economics believes all information in this study is correct, it does not warrant the accuracy of
such information and assumes no responsibility for inaccuracies in the information by third
parties. We have no responsibility to update this report for events and circumstances occurring
after the date of this report. Further, no guarantee is made as to the possible effect on
development of present or future federal, state or local legislation, including any regarding
environmental or ecological matters.

The accompanying projections and analyses are based on estimates and assumptions
developed in connection with the study. In turn, these assumptions, and their relation to the
projections, were developed using currently available economic data and other relevant
information. It is the nature of forecasting, however, that some assumptions may not
materialize, and unanticipated events and circumstances may occur. Therefore, actual results
achieved during the projection period will likely vary from the projections, and some of the
variations may be material to the conclusions of the analysis.

Contractual obligations do not include access to or ownership transfer of any electronic data
processing files, programs or models completed directly for or as by-products of this research
effort, unless explicitly so agreed as part of the contract.
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APPENDIX A: EXHIBITS
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Exhibit 1

The Orchards at Walnut Creek

Project Description and Net Change from Existing Safeway
Square Feet by Land Use

Land Use Existing Proposed Net Change
Grocery (1) 22,500 55,000 32,500
Restaurant 0 25,000 25,000
Retail (2) 0 100,000 100,000
Health Club 0 45,000 45,000
Total 22,500 225,000 202,500

Sources: First Carbon Solutions, Project Description, Table 2-3: Maximum
Development Capacity, City of Walnut Creek Shadelands Gateway Specific
Plan and The Orchards at Walnut Creek Project, Date forthcoming; and
ALH Urban & Regional Economics.

(1) Includes pharmacy.
(2) Includes retail and personal services. Space will be distributed among a
number of buildings.
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Exhibit 2

The Orchards at Walnut Creek

Distribution of 100,000 Square Feet of Commercial Space
By Type of Retail (1)

California Board of Equalization Sales

Category (2) Percent Square Feet
Motor Vehicle & Parts Dealers 0% 0
Home Furnishings & Appliances (3) 20% 20,000
Building Materials & Garden Equipment 0% 0
Gasoline Stations 0% 0
Clothing & Clothing Accessories (4) 20% 20,000
General Merchandise Stores 0% 0
Cther Retail Group (5) 40% 40,000
Non-Retail Uses (6) 20% 20,000
Total 100% 100,000

Source: ALH Urban & Regional Economics.

(1) Retail tenants for this portion of the retail space have not yet been determined. ALH
Urban & Regional Economics developed working assumptions for this space based upon
professional judgment, review of the tenant mix at other Safeway-anchored shopping
centers developed by Property Development Centers (PDC), and experience in the retail
industry.

(2) Retail categories pursuant to the State of California Board of Equalization categories.
Use of these categories facilitates analysis of prospective sales at The Crchards at
Walnut Creek relative to the existing sales base.

(3) Includes retailers selling home furnishings and appliances, such as home décor,
kitchenware, bedding, small and large appliances, furniture, and mattresses.

(4) Includes retailers selling a wide range of clothing, shoes, and accessories such as
purses and hats.

(5) The Other Retail Group includes a range of retail goods, such as drug stores, health
and personal care, gifts, art goods and novelties, sporting goods, pet supply, toy stores,
florists, photographic equipment and supplies, musical instruments, stationary and books,
office and school supplies, second-hand merchandise, and miscellaneous other retail
stores.

(6) Non-retail uses include bank/financial and personal services, such as hair and nail
salons. The 20,000 square feet shown here comprise approximately 9% of the total
project square footage (i.e., 225,000 square feet as presented in Exhibit 1).
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Exhibit 3

The Orchards at Walnut Creek

Distribution of Annual Retail Sales Estimates
In 2013 Dollars

Square Feet Sales per Square Annual Retail Sales

BOE Retail Category (1) Total (2) Net (2) Foot Estimates (3) Total Net New
Motor Vehicle & Parts Dealers 0 0 NA $0 $0
Home Furnishings & Appliances 20,000 20,000 $288 (4) $5,758,568 $6,758,568
Building Materials & Garden Equipment 0 0 NA $0 $0
Food and Beverage Stores 32,500 $760 (5) $41,800,000 $24,700,000

Grocery Component 27,715 $760 $38,163,400 $21,063,400

Pharmacy Component (6) 4,785 $760 $3,636,600 $3,6.36,600

Sub-total 32, $41,800,000 $24,700,000
Gasoline Stations 0 0 NA $0 $0
Clothing & Clothing Accessories Stores 20,000 20,000 $466 (7) $9,319,948 $9,319,948
General Merchandise Stores 0 0 NA $0 $0
Food Services & Drinking Places 25,000 25,000 $479 (8) $11,982,417 $11,982,417
Other Retail Group 40,000 40,000 $345 (9) $13,809,746 $13,809,746
Non-Retail Services - Personal Services 20,000 20,000 - (10) - -
Non-Retail Services - Health Club 45,000 45,000 - (10) - -
Total 225000 202,500 NA $82,670,678 $65,570,678

Sources: Retail Maxim (see Exhibit B-2); Nielson Trade Dimensions; Safeway Inc., Form 10-K, For the Fiscal Year Ended
December 29, 2012; and ALH Urban & Regional Economics.

(1) Retail sales are analyzed pursuant to the State of California Board of Equalization classification to facilitate analysis.

(2) See Exhibits 1 and 2.

(3) See Exhibit B-2.

(4) Average sales per square foot for Domestics and Furniture, see Exhibit B-2.

(5) Average assumed sales per square foot for Safeway, based upon analysis of Nielsen Trade Dimensions store performance
data for Safeway stores in Walnut Creek, Concord, and Pleasant Hill.

(6) Safeway's Form 10-K for 2012 indicates pharmacy sales in 2012 comprised 8.7% of all store sales. For analytical purposes
ALH Urban & Regional Economics assumes this is also the percent of store space allocated to the pharmacy. Note, to parallel the
sales trend data compiled by the State of California Board of Equalization, pharmacy sales will subsequently be grouped with
"Other Retail Group" sales, as this is how the sales data collected by the BOE are grouped on a city basis.

(7) The sales per square foot estimate for the clothing & clothing accessories stores space is based on the average for apparel.
See the Retail Maxim summary data in Exhibit B-2.

(8) The sales per square foot estimate for the restaurant space is based on the average sales among major national restaurant
chains. See the Retail Maxim summary data in Exhibit B-2.

(9) The sales per square foot estimate for the other retail space is based on the average of other retail categories. See the Retail
Maxim summary data in Exhibit B-2.

(10) Non-retail services include uses such as banks, salons, and tutoring centers. Sales generated by these uses are not reported
by the State of California BOE in a manner that is conducive to comparative ahalysis. Given the limited area devoted to these uses
the sales are anticipated to be relatively low and not highly competitive with other service providers.
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Exhibit 4: Orchards at Walnut Creek Market Area
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Exhibit 5

The Orchards at Walnut Creek

Share of Sales Generated by Market Area Residents
In 2013 Dollars

Annual Orchards at Walnut
Creek Retail Sales (1)

Sales Generated
By Market

Annual Retail Sales
Generated by Market Area (3)

BOE Retail Category Total Net New Area Residents (2) Total Net New

Motor Vehicle & Parts Dealers $0 $0 NA $0 $0
Home Furnishings & Appliances $5,758,568 $5,758,568 80% $4,606,854 $4,606,854
Building Materials & Garden Equipment $0 $0 NA $0 $0
Food and Beverage Stores $38,163,400  $21,063,400 80% $30,530,720 $16,850,720
Gasoline Stations $0 $0 NA $0 $0
Clothing & Clothing Accessories Stores $9,319,948 $9,319,948 80% $7,455,959 $7,455,959
General Merchandise Stores $0 $0 NA $0 $0
Food Services & Drinking Places $11,982,417  $11,982,417 80% $9,585,933 $9,585,933
Other Retail Group $17,446,346  $17,446,346 80% $13,957,076 $13,957,076
Total $82,670,678  $65,570,678 80% $66,136,542 $52,456,542

Source: ALH Urban & Regional Economics

(1) See Exhibit 3
(2) Assumption developed by ALH Urban & Regional Economics.

(3) Comprises share of store sales anticipated to be generated by market area households
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Exhibit 7
The Orchards at Walnut Creek

Household and Population Estimates and Projections

Citiy of Walnut Creek, City of Concord, and Project Market Area (1)

2010 - 2018 (2)

Demographic Characteristic 2010 (3) 2011 (4) 2012 (4) 2013 (5
Households
Market Area
Census Tract 3340.06 1,688 1,704 1,721 1,737
Census Tract 3373 2,242 2,253 2,265 2,276
Census Tract 3382.01 1,408 1,412 1,418 1,424
Census Tract 3383.01 1,001 1,003 1,005 1,097
Census Tract 3383.02 2,140 2,152 2,163 2,175
Census Tract 35563.02 1,205 1,208 1,208 1,207
Total Market Area 9,772 9,820 9,868 9,916
City of Walnut Creek 30,526 30,840 31,158 31,479
City of Concord 44,352 44,707 45,065 45,426
Population
Market Area
Census Tract 3340.06 4,787 4,806 4,826
Census Tract 3373 6,118 6,137 6,157
Census Tract 3382.01 3,800 3,811 3,821
Census Tract 3383.01 2,925 2,928 2,931
Census Tract 3383.02 5,853 5,899 5,946
Census Tract 3553.02 3,482 3,481 3,479
Total Market Area 26,965 27,062 27,160
City of Walnut Creek 64,877 65,418 65,963 66,513
City of Concord 122213 122971 123,734 124,502

2014 (6

1,751
2,289
1,431
1,100
2,189
1,209

9,969

31,786
45,782

4,851

2,938

67,074
125,353

2015 (6]

1,766
2,302
1,438
1,104
2,202
1,211

10,023

32,095
46,141

4,876
6211
3,851
2,945
6,040
3,487

27,410

67,639
126,210

2016 (6;

1,780
2,315
1,445
1,107
2,216
1,213

10,077

32,408
46,503

68,209
127,073

Compound Annual Average

Growth Rates
2017 (6] 2018 (5] 2010-2018
1,795 1,810 0.88%
2,328 2,341 0.54%
1,453 1,460 0.47%
1,11 1,114 0.26%
2,230 2244 0.59%
1,215 1,217 0.12%
10,131 10,186 0.52%
32,723 33,042 0.99%
46,868 47,235 0.79%
4,927 0.48%
6,266 0.39%
3,882 0.35%
2,959 0.19%
6,136 0.79%
3,494 0.05%
27,663 0.42%
68,784 69,364 0.84%
127,942 128,817 0.66%

Sources: Nielson Reports; and ALH Urban & Regional Economics.

(1) See Exhibit 4 for a map of The Orchards at Walnut Creek market area

(2) All data points reflect counts for April of the respective year, pursuant to census benchmarking in April for each decennial census.
(3) Demographic Census data for 2010 provided by Nielson Reports.

(4) Demographic estimates for 2011 and 2012 were prepared by ALH Urban & Regional Economics based on the estimated incremental growth rates between 2010 and 2013
(5) Demographic projections provided by Nielson Reports
(6) Demographic projections for 2014 through 2017 were prepared by ALH Urban & Regional Economics based on the estimated incremental growth rates between 2013 and 2018.
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Exhibit 8

The Orchards at Walnhut Creek

Average Household Income Estimates

City of Walnut Creek, City of Concord, and Market Area
2010 - 2013 (1)

In Current Year Dollars

Geographic Area 2010 (2) 2011 (3) 2012 (3) 2013 (4)
City of Walnut Creek $106,997 $109,872 $112,824 $115,855
City of Concord $85,537 $85,021 $84,507 $83,996
Market Area

Census Tract 3340.06 - - -- $127,978
Census Tract 3373 - - -- $139,389
Census Tract 3382.01 - - -- $122,012
Census Tract 3383.01 - -- - $187,320
Census Tract 3383.02 - - -- $161,523
Census Tract 3553.02 -- - -- $199,027

Weighted Average $152,311

Sources: U.S. Bureau of the Census, American Community Survey, 2010 and 2011; Nielson
Reports; and ALH Urban & Regional Economics.

(1) All figures are presented in current year dollars.

(2) The mean household income for 2010 is provided by the U.S. Bureau of the Census, American
Community Survey.

(3) Interim year estimates prepared by ALH Urban & Regional Economics based on the incremental
growth rates between 2010 and 2013.

(4) Benchmark years provided by Nielson Reports.
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Exhibit 9

The Orchards at Walnut Creek

Market Area Retail Spending Potential (1)
Existing Retail Demand, 2013

In 2013 Dollars

Per Household Total Market
Type of Retailer Demand (2) Area Demand (3)
Motor Vehicles and Parts Dealers $4,654 $46,147 637
Home Furnishings and Appliance Stores $2,059 $20,412,789
Building Materials and Garden Equip (4) $2,276 $22,565,343
Food and Beverage Stores $6,870 $68, 123,556
Gasoline Stations $4,820 $47,798,259
Clothing and Clothing Accessories Stores $2,584 $25,626,322
General Merchandise Stores $5,262 $52 182,167
Food Services and Drinking Places $4,781 $47 405,093
Other Retail Group (5) $4,772 $47,317,802
Total $38,078 $377,578,969

Source: ALH Urban & Regional Economics.

(1) All figures are expressed in 2013 dollars.

(2) The per household spending estimates for the market area were generated by ALH
Urban & Regional Economics by taking the estimated average 2013 market area household
income figure of $152,311 presented in Exhibit 8 and multiplying by 26%, utilizing the
assumption that 25% of household income is spent on BOE type retail. This figure was then
multiplied by the percentages calculated from the ratio of the BOE sales for the State of
California. See Exhibit B-4.

(3) Represents per household spending multiplied by the respective household count in
Exhibit 7.

(4) Building Materials and Garden Equipment includes hardware stores, plumbing and
electrical supplies, paint and wallpaper products, glass stores, lawn and garden equipment,
and lumber.

(5) Other Retail Group includes drug stores, electronics, health and personal care, pet
supplies, gifts, art goods and novelties, sporting goods, florists, electronics, musical
instruments, stationary and books, office and school supplies, second-hand merchandise,
and miscellaneous other retail stores.
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Exhibit 10

The Orchards at Walhut Creek

New Retail Demand Generated by Household Growth in the Market Area
Retail Demand Generated Between 2013-2016 and 2013-2018

In 2013 Dollars

Incremental Demand (2)

Per Household New Growth New Growth
Type of Retailer Spending (1) 2013-2016 2016-2018
Motor Vehicles and Parts Dealers $4,654 $749,322 $507,219
Home Furnishings and Appliance Stores $2,059 $331,452 $224,362
Building Materials and Garden Equip $2,276 $366,405 $248,021
Food and Beverage Stores $6,870 $1,106,156 $748,762
Gasoline Stations $4,820 $776,124 $525,362
Clothing and Clothing Accessories Stores $2,584 $416,107 $281,665
General Merchandise Stores $5,262 $847,307 $573,546
Food Services and Drinking Places $4,781 $769,740 $521,040
Other Retail Group 34,772 $768,322 $520,081
Total $38,078 $6,130,935 $4,150,058

Sources: Nielson Company Reports; and ALH Urban & Regional Economics.

(1) The per household spending estimates for the market area were generated by ALH Urban & Regional
Economics by taking the estimated average 2013 market area household income figure of $152,311
presented in Exhibit 8 and multiplying by 25%, utilizing the assumption that 25% of household income is
spent on BOE type retail. This figure was then multiplied by the percentages calculated from the ratio of the
BCE sales for the State of California. See Exhibit B-4.

(2) Represents per household spending multiplied by the respective increase in households, which is 161
between 2013 and 2016, and an additional incrase of 109 between 2016 and 2018. See Exhibit 7 for
household projections.
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Exhibit 11

The Orchards at Walnut Creek

Existing and Future Retail Demand by Category
Market Area

2013, 2016, and 2018 (2)

Existing Demand Demand by Demand by

Type of Retailer 2013 (1) 2016 (2) 2018 (3)

Motor Vehicles and Parts Dealers $46,147,637 $46,896,959 $47,404,178
Home Furnishings and Appliance Stores $20,412,789 $20,744,242 $20,968,604
Building Materials and Garden Equip (5) $22,565,343 $22,931,747 $23,179,768
Food and Beverage Stores $68,123,556 $69,229,712 $69,978,473
Gasoline Stations $47,798,259 $48,574,383 $49,099,745
Clothing and Clothing Accessories Stores $25,626,322 $26,042,429 $26,324,094
General Merchandise Stores $52,182,167 $53,029,474 $53,603,020
Food Services and Drinking Places $47,405,093 $48,174,833 $48,695,873
Other Retail Group (6) $47,317,802 $48,086,125 $48,606,206
Total $377,578,969 $383,709,904 $387,859,962

Source: ALH Urban & Regional Economics

(1) See Exhibit 9
(2) Includes existing demand and future demand to 2016, presented in Exhibit 10.
(3) Includes existing demand and future demand to 2016 and to 2018, presented in Exhibit 10.
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Exhibit 12

The Orchards at Walnut Creek

Implied Project Capture Rate of Market Area Demand (1)
2016 and 2018

2016 2018
Orchards at Walnut Creek Orchards at Walnut Creek
Project Retail Sales Implied 2016 Market Area Implied 2018 Market Area
Generated by Market Area Capture Rate (4 Market Area Capture Rate (4)

Market Area Residents (2) Demand Total Net New Demand Total Net New
Type of Retailer Total Net New By 2016 (3) Sales Sales By 2018 (3) Sales Sales
Motor Vehicles and Parts Dealers $0 $0 $46,896,959 0% 0% $47,404,178 0% 0%
Home Fumishings and Appliance Stores $4,606,854 $4,606,854 $20,744,242 22% 22% $20,968,604 22% 22%
Building Materials and Garden Equip $0 $0 $22,931,747 0% 0% $23,179,768 0% 0%
Food and Beverage Stores $30,530,720 $16,850,720 $69,229,712 44% 24% $69,978,473 44% 24%
Gasoline Stations $0 $0 $48,574,383 0% 0% $49,099,745 0% 0%
Clothing and Clothing Accessories Stores $7,455,959 $7,455,959 $26,042,429 29% 29% $26,324,094 28% 28%
General Merchandise Stores $0 $0 $53,029,474 0% 0% $53,603,020 0% 0%
Food Services and Drinking Places $9,585,933 $9,585,933 $48,174,833 20% 20% $48,695,873 20% 20%
Other Retail Group $13,957,076 $13,957,076 $48,086,125 29% 29% $48,606,206 29% 29%
Total $66,136,542 $52,456,542 $383,709,904 17% 14% $387,859,962 17% 14%

Source: ALH Urban & Regional Economics.

(1) This exhibit estimates what the capture rate by retail category would be for The Orchards at Walnut Creek if 80% of its sales were generated by market area households. This is presented
for illustrative purposes, and is not a projection of performance.

(2) See Exhibit 5.

(3) See Exhibit 11.

(4) Comprises The Orchards at Walnut Creek estimated sales divided into the market area demand for the year cited.
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Exhibit 13

The Orchards at Walnut Creek

City of Walnut Creek BOE Taxable Sales Estimate
in Current Dollars

Third Quarter 2011 Through Second Quarter 2012

(in $000s)
BOE Taxable Sales Estimate in $000s (1) City of Walnut Creek
Total Taxable Sales City Taxable Sales
Q3 2011 Q4 2011 Q1 2012 Q2 2012 of Walnut Creek Adjusted to Total

Type of Retailer [A] [B] [C] [D] [E=A+B+C+D] Retail
Motor Vehicle & Parts Dealers $91,751 $97,580 $96,932 $108,831 $395,094 $395,094
Home Furnishings & Appliances $19,006 $22,029 $17,118 $17,234 $75,387 $75,387
Building Materials & Garden Equipment $9,030 $9,087 $7,803 $9,263 $35,183 $35,183
Food & Beverage Stores $18,931 $21,411 $17,020 $18,213 $75,575 $251,917 (2)
Gasoline Stations $31,971 $31,247 $30,781 $33,336 $127,335 $127,335
Clothing & Clothing Accessories $61,065 $77,201 $53,718 $64,452 $256,436 $256,436
General Merchandise Stores $31,339 $46,363 $33,535 $41,424 $152,661 $190,826 (3)
Food Services & Drinking Places $46,310 $50,415 $49,946 $51,574 $198,245 $198,245
Other Retail Group $31,523 $36,006 $31,500 $32,236 $131,265 $183,402 (4)

Total (5) $340,926 $391,339 $338,353 $376,563 $1,447,181 $1,713,825

Sources: California State Board of Equalization (BOE), 'Taxable Sales in California" reports, for Third Quarter 2011, Fourth Quarter 2011, First Quarter 2012, and Second
Quarter 2012; 2007 U.S. Economic Census; and ALH Urban & Regional Economics.

(1) Taxable sales are pursuant to reporting by the State of California Board of Equalization (BOE).

(2) Sales for Food and Beverage Stores have been adjusted to account for non-taxable sales; only 30.0% of all food store sales are estimated to be taxable.

(3) Sales for General Merchandise Stores have been adjusted to account for non-taxable food sales, since some General Merchandise Store sales include non-taxable food
items. ALH Urban & Regional Economics estimates that at least 20% of General Merchandise sales are for grocery items that are also non-taxable. This estimate is based
on analysis of the 2007 U.S. Economic Census, which attributes 21% of General Merchandise Stores sales to food.

(4) Sales for Other Retail Group have been adjusted to account for non-taxable drug store sales, since drug store sales are included in the Other Retail Group category.
ALH Urban & Regional Economics estimates that 33.0% of drug store sales are taxable, based on discussions with the California BOE and examination of U.S. Census
data. In Contra Costa County, drug store sales in Q3 2011, Q4 2011, Q1 2012, and Q2 2012 represented approximately 19.6% of all Other Retail Group sales. ALH Urban &
Regional Economics applied that percentage and then adjusted upward for non-taxable sales.

(5) Totals may not add up due to rounding.

11/22/2013 CAALH Econ\2013 Projects\1312 MBA Walnut Creek Shadelands\Exhibits\R0O4 Exhibits\Exhibits 1312. r04.xls/E13. WalnutCreek Sales
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Exhibit 14

The Orchards at Walnut Creek

Adjusted City of Walnut Creek Retail Sales Base
2013 Estimate

Sales Base
Increase to Approx. 2013 Sales per Household
2011/2012 (1) (2) Q12013 (3) Estimate 2013 (4)

Type of Retailer [A] [B] [C=Ax(1+B)] [D=C/#of HH]
Motor Vehicles & Parts Dealers $395,094,000 10.2% $435,308,894 $13,829
Home Furnishings & Appliance Stores $75,387,000 (3.7%) $72,581,003 $2,306
Building Materials & Garden Equipment $35,183,000 7.3% $37,751,399 $1,199
Food & Beverage Stores $251,916,667 2.6% $258,547,256 $8,213
Gasoline Stations $127,335,000 (2.3%) $124,412,650 $3,952
Clothing & Clothing Accessories Stores $256,436,000 6.0% $271,717,631 $8,632
General Merchandise Stores $190,826,250 5.6% $201,425,607 $6,399
Food Services & Drinking Places $198,245,000 4.8% $207,790,264 $6,601
Other Retail Group $183,401,671 0.0% $183,413,710 $5,827

Total $1,713,824,588 4.4% $1,792,948,414 $56,957

Sources: City of Walnut Creek Quarterly Sales Tax Data 2010 - 1Q 2013; and ALH Urban & Regional Economics.

(1) See Exhibit 13.

(2) Reflects sales for 3rd Quarter 2011 through 2nd Quarter 2012.

(3) The sales base is adjusted pursuant to analysis of recent retail sales trends for the City of Walnut Creek (i.e., through first quarter
2013, or for three quarters). This is the most recent sales performance data available through the City's tax consultant.

(4) The City of Walnut Creek had an estimated 31,479 households in early 2013. See Exhibit 7.
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Exhibit 15

The Orchards at Walnut Creek

Retail Demand, Sales Attraction, and Spending Analysis (1)
City of Walnut Creek

2013
Walnut Creek Retail Sales
Per Household Household City of Walnut Attraction/(Leakage)

Type of Retailer Spending (2) Sales (3) Spending (4) Creek Sales (3) Amount Percent
Motor Vehicles and Parts Dealers $3,540 $13,829 $111,433,915 $435,308,894 $323,874,979 74.4%
Home Furnishings and Appliance Stores $1,566 $2,306 $49,291,301 $72,581,003 $23,289,703 32.1%
Building Materials and Garden Equip (5) $1,731 $1,199 $54,489,128 $37,751,399 ($16,737,729) (30.7%)
Food and Beverage Stores $5,226 $8,213 $164,499,746 $258,547,256 $94,047,510 36.4%
Gasoline Stations $3,667 $3,952 $115,419,716 $124,412,650 $8,992,934 7.2%
Clothing and Clothing Accessories Stores $1,966 $8,632 $61,880,555 $271,717,631 $209,837,075 77.2%
General Merchandise Stores $4,003 $6,399 $126,005,653 $201,425,607 $75,419,954 37.4%
Food Services and Drinking Places $3,636 $6,601 $114,470,328 $207,790,264 $93,319,936 44.9%
Other Retail Group (6) $3,630 $5,827 $114,259,544 $183,413,710 $69,154,166 37.7%
Total $28,964 $56,957 $911,749,886 $1,792,948,414 $881,198,528 49.1%

Source: ALH Urban & Regional Economics.

(1) All figures are expressed in 2013 dollars.

(2) The per household spending estimates for the City of Walnut Creek were generated by ALH Urban & Regional Economics by taking the estimated average 2013
household income figure of $115,855 presented in Exhibit 8 and multiplying by 25%, utilizing the assumption that 25% of household income is spent on BOE type
retail. This figure was then multiplied by the percentages calculated from the ratio of the BOE sales for the State of California. See Exhibit B-4.

(3) See Exhibit 14

(4) Represents per household spending multiplied by the respective household count.

(5) Building Materials and Garden Equipment includes hardware stores, plumbing and electrical supplies, paint and wallpaper products, glass stores, lawn and
garden equipment, and lumber.

(6) Other Retail Group includes drug stores, health and personal care, pet supplies, gifts, art goods and novelties, sporting goods, florists, musical instruments,
stationary and books, office and school supplies, second-hand merchandise, and miscellaneous other retail stores.
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Exhibit 16

The Orchards at Walnut Creek

City of Concord BOE Taxable Sales Estimate
Third Quarter 2011 Through Second Quarter 2012
in Current Dollars

(in $000s)
BOE Taxable Sales Estimate in $000s (1) City of Concord
Total Taxable Sales City Taxable Sales
Q3 2011 Q4 2011 Q12012 Q22012 of Concord Adjusted to Total
Type of Retailer [A] [B] C] D] [E=A+B+C+D] Retail
Motor Vehicle & Parts Dealers $116,056 $125,605 $131,045 $143,668 $517,274 $517,274
Home Furnishings & Appliances $32,536 $37,032 $33,446 $32,392 $135,406 $135,406
Building Materials & Garden Equipment $57,705 $50,109 $50,317 $66,777 $224,908 $224,908
Food & Beverage Stores $23,327 $24,576 $21,627 $23,240 $92,770 $309,233 (2)
Gasoline Stations $42,030 $40,480 $40,437 $43,322 $166,269 $166,269
Clothing & Clothing Accessories $29,575 $40,835 $28,080 $30,780 $129,270 $129,270
General Merchandise Stores $66,692 $100,575 $65,561 $72,073 $304,901 $381,126 (3)
Food Services & Drinking Places $39,937 $40,936 $42,261 $43,885 $167,019 $167,019
Other Retail Group $43,565 $45,995 $37,940 $43,365 $170,865 $238,730 (4)
Total (5) $451,423 $506,143 $451,614 $499,502 $1,908,682 $2,269,236

Sources: California State Board of Equalization (BOE), "Taxable Sales in California" reports, for Third Quarter 2011, Fourth Quarter 2011, First Quarter 2012, and Second
Quarter 2012; 2007 U.S. Economic Census; and ALH Urban & Regional Economics.

(1) Taxable sales are pursuant to reporting by the State of California Board of Equalization (BOE).

(2) Sales for Food and Beverage Stores have been adjusted to account for non-taxable sales; only 30.0% of all food store sales are estimated to be taxable.

(3) Sales for General Merchandise Stores have been adjusted to account for non-taxable food sales, since some General Merchandise Store sales include non-taxable
food items. ALH Urban & Regional Economics estimates that at least 20% of General Merchandise sales are for grocery items that are also non-taxable. This estimate is
based on analysis of the 2007 U.S. Economic Census, which attributes 21% of General Merchandise Stores sales to food.

(4) Sales for Other Retail Group have been adjusted to account for non-taxable drug store sales, since drug store sales are included in the Other Retail Group category.
ALH Urban & Regional Economics estimates that 33.0% of drug store sales are taxable, based on discussions with the California BOE and examination of U.S. Census
data. In Contra Costa County, drug store sales in Q3 2011, Q4 2011, Q1 2012, and Q2 2012 represented approximately 19.6% of all Other Retail Group sales. ALH Urban
& Regional Economics applied that percentage and then adjusted upward for non-taxable sales.

(5) Totals may not add up due to rounding
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Exhibit 17
The Orchards at Walnut Creek
Retail Demand, Sales Attraction, and Spending Analysis (1)

City of Concord
2012
Concord Retail Sales

Per Household Household City of C d Attraction/(Leakage)
Type of Retailer Spending (2) Sales (3) Spending (4) Sales (5) Amount Percent
Motor Vehicles and Parts Dealers $3,099 $11,478 $139,635,172 $517,274,000 $377,638,828 73.0%
Home Furnishings and Appliance Stores $1,371 $3,005 $61,765,749 $135,406,000 $73,640,251 54.4%
Building Materials and Garden Equip (6) $1,515 $4,991 $68,279,021 $224,908,000 $156,628,979 69.6%
Food and Beverage Stores $4,574 $6,862 $206,130,694 $309,233,333 $103,102,639 33.3%
Gasoline Stations $3,209 $3,690 $144,629,683 $166,269,000 $21,639,317 13.0%
Clothing and Clothing Accessories Stores $1,721 $2,869 $77,541,043 $129,270,000 $51,728,957 40.0%
General Merchandise Stores $3,504 $8,457 $157,894,668 $381,126,250 $223,231,582 58.6%
Food Services and Drinking Places $3,183 $3,706 $143,440,027 $167,019,000 $23,578,973 14.1%
Other Retail Group (7) $3,177 $5,297 $143,175,899 $238,730,252 $95,554,353 40.0%
Total $25,352 $50,355 $1,142,491,955 $2,269,235,836 $1,126,743,880 49.7%

Source: ALH Urban & Regional Economics.

(1) All figures are expressed in 2012 dollars

(2) The per household spending estimates for the City of Concord were generated by ALH Urban & Regional Economics by taking the estimated average 2012
household income figure of $84,507 presented in Exhibit 8 and multiplying by 30%, utilizing the assumption that 30% of household income is spent on BOE type
retail. This figure was then multiplied by the percentages calculated from the ratio of the BOE sales for the State of California. See Exhibit B-4.

(3) Comprises total City of Concord sales in Exhibit 16 divided by the number of households in Concord in 2012 from Exhibit 7.

(4) Represents per household spending multiplied by the respective household count.

(5) See Exhibit 16.

(6) Building Materials and Garden Equipment includes hardware stores, plumbing and electrical supplies, paint and wallpaper products, glass stores, lawn and
garden equipment, and lumber.

(7) Other Retail Group includes drug stores, health and personal care, pet supplies, gifts, art goods and novelties, sporting goods, florists, musical instruments,
stationary and books, office and school supplies, second-hand merchandise, and miscellaneous other retail stores

Final Environmental Impact Report - Best Development Grocery Outlet 2.0-147



2.0 COMMENTS ON DRAFT EIR AND RESPONSES

Exhibit 18

The Orchards at Walnut Creek

Project Sales Impacts

Impact on Existing Retail Base in Walnut Creek and Walnut Creek Combined with Concord

In 2013 Dollars
City of Walnut Creek Sales Impacts Combined Cities of Walnut Creek and Concord Sales Impacts
Net New Sales Impact % City of City of Combined Sales Impact %

Project Retail City of Walnut Creek of Walnut Creek Walnut Creek Concord Cities of Combined

Retail Category Sales (1) Sales Base (2) Sales Base Sales Base (2) Sales Base (3) Sales Base Sales Base
[A] [B] [C=A/B] D] [E] [F=D+E] [G=A/F]

Motor Vehicle & Parts Dealers $0 $435,308,894 0.0% $435,308,894 $525,111,990 $960,420,885 0.0%
Home Furnishings & Appliances $5,758,568 $72,581,003 7.9% $72,581,003 $137,457,738 $210,038,742 2.7%
Building Materials & Garden Equipment $0 $37,751,399 0.0% $37,751,399 $228,315,917 $266,067,316 0.0%
Food & Beverage Stores $24,700,000 $258,547,256 9.6% $258,547,256 $313,918,989 $572,466,245 4.3%
Gasoline Stations $0 $124,412,650 0.0% $124,412,650 $168,788,390 $293,201,039 0.0%
Clothing & Clothing Accessories $9,319,948 $271,717,631 3.4% $271,717,631 $131,228,763 $402,946,393 2.3%
General Merchandise Stores $0 $201,425,607 0.0% $201,425,607 $386,901,262 $588,326,870 0.0%
Food Services & Drinking Places $11,982,417 $207,790,264 5.8% $207,790,264 $169,549,754 $377,340,018 3.2%
Other Retail Group $13,800,746 $183,413,710 7.5% $183,413,710 $242,347,610 $425,761,320 3.2%
Total $65,570,678 $1,792,948,414 3.7% $1,792,948,414 $2,303,620,413 $4,096,568,827 1.6%

Sources: U.S. Bureau of Labor Statistics, Consumer Price Index; and ALH Urban & Regional Economics.

(1) See Exhibit 3.
(2) See Exhibit 14.
(3) See Exhibit 16.
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Exhibit 19

The Orchards at Walnut Creek

New Demand Generated by Household Growth
City of Walnut Creek and City of Concord

2013 - 2016

In 2013 Dollars

Per Household Retail Demand

Demand From New Households

2013 - 2016 (3)

City of Walnut City of City of City of Combined

Retail Category Creek (1) Concord 2) Walnut Creek Concord Cities

Motor Vehicle & Parts Dealers $3,540 $3,080 $3,287,535 $3,316,667 $6,604,202
Home Furnishings & Appliances $1,566 $1,362 $1,454,197 $1,467,083 $2,921,280
Building Materials & Garden Equipment $1,731 $1,506 $1,607,544 $1,621,789 $3,229,333
Food & Beverage Stores $5,226 $4,546 $4,853,089 $4,896,093 $9,749,182
Gasoline Stations $3,667 $3,190 $3,405,125 $3,435,298 $6,840,423
Clothing & Clothing Accessories $1,966 $1,710 $1,825,607 $1,841,784 $3,667,390
General Merchandise Stores $4,003 $3,483 $3,717,432 $3,750,373 $7,467,805
Food Services & Drinking Places $3,636 $3,164 $3,377,116 $3,407,041 $6,784,157
Other Retail Group $3,630 $3,158 $3,370,897 $3,400,767 $6,771,664
Total $28,964 $25,199 $26,898,542 $27,136,894 $54,035,436

Source: ALH Urban & Regional Economics.

(1) See Exhibit 15.

(2) The per household spending estimates for the City of Concord were generated by ALH Urban & Regional Economics by taking the estimated
average 2012 household income figure of $84,507 presented in Exhibit 8 and multiplying by 30%, tilizing the assumption that 30% of household
income is spent on BOE type retail. This figure was then multiplied by the percentages calculated from the ratio of the BOE sales for the State of

Callifornia. See Exhibit B-4.

(3) Reflects estimated household growth from 2013 to 2016 for the City of Walnut Creek of 929, and the City of Concord of 1,077. See Exhibit 7

for the household growth estimates.
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Exhibit 20

The Orchards at Walnut Creek

Project Sales Impacts

Impact on Existing Walnut Creek Retail Sales Base Inclusive of Future Demand to 2016
In 2013 Dollars

City of Walnut Creek Sales Impacts Less

Project Sales Remaining Future Demand
Net New New Walnut in Excess of Demand City of Walnut Creek Sales Impact %
Project Retail Creek Demand New Walnut Available for Existing of Walnut Creek
Sales (1) 2013-2016 (2) Creek Demand (3 Retail Backfilling Sales Base (4) Sales Base
Retail Category TA] 5] [C=A-Bif>0] [D=B-Aif>0] [E] [F=C/g
Motor Vehicle & Parts Dealers $0 $3,287,535 $0 $3,287,535 $435,308,894 0.0%
Home Furnishings & Appliances $5,758,568 $1,454,197 $4,304,370 $72,581,003 5.9%
Building Materials & Garden Equipment $0 $1,607,544 $0 $1,607,544 $37,751,399 0.0%
Food & Beverage Stores $24,700,000 $4,853,089 $19,846,911 $258,547,256 7.7%
Gasoline Stations $0 $3,405,125 $0 $3,405,125 $124,412,650 0.0%
Clothing & Clothing Accessories $9,319,048 $1,825,607 $7,494,342 $271,717,631 2.8%
General Merchandise Stores $0 $3,717,432 $0 $3,717,432 $201,425,607 0.0%
Food Services & Drinking Places $11,982,417 $3,377,116 $8,605,301 $207,790,264 41%
Other Retail Group $13,809,746 $3,370,897 $10,438,848 $183,413,710 5.7%
Total $65,570,678 $26,898,542 $50,689,772 $12,017,636  $1,792,948,414 2.8%

Source: ALH Urban & Regional Economics.

(1) See Exhibit 3.

(2) See Exhibit 19.

(8) Comprises the level of net new project sales not anticipated to be absorbed by new demand occurring between the 2013 baseline period and 2016, the anticipated first
full year of operations for the Orchards at Walnut Creek. These are the amount of sales anticipated to be diverted from existing baseline retail establishments in Walnut
Creek in order for the Orchards at Walnut Creek to achieve the level of operation projected in Exhibit 3, assuming only Walnut Creek establishments experience sales
impacts.

(4) See Exhibit 14
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Exhibit 21
The Orchards at Walnut Creek
Project Sales Impacts

Impact on Existing Walnut Creek and Concord Combined Retail Sales Base Inclusive of Future Demand to 2016

In 2013 Dollars

New Combined

Walnut Creek Project Sales Remaining Combined Cities of Walnut Creek and Concord Sales Impacts
Net New and Concord in Excess of Demand City of City of Combined Sales Impact %
Project Retail Demand New Combined Available for Walnut Creek Concord Cities of Combined
Sales (1) 2013-2016 (2) Demand (3) Retail Backfilling Sales Base (4) Sales Base (5) Sales Base Sales Base
Retail Category [A] [B] [C=A-Bif>0] [D=B-Aif>0] [E] [F] [G=E+F] [H=C/G]
Motor Vehicle & Parts Dealers $0 $6,604,202 $0 $6,604,202 $435,308,894 $525,111,990 $960,420,885 0.0%
Home Furnishings & Appliances $5,758,568 $2,921,280 $2,837,287 $72,581,003 $137,457,738 $210,038,742 1.4%
Building Materials & Garden Equipment $0 $3,229,333 $0 $3,229,333 $37,751,399 $228,315,917 $266,067,316 0.0%
Food & Beverage Stores $24,700,000 $9,749,182 $14,950,818 $258,547,256 $313,918,989 $572,466,245 2.6%
Gasoline Stations $0 $6,840,423 $0 $6,840,423 $124,412,650 $168,788,390 $293,201,039 0.0%
Clothing & Clothing Accessories $9,319,048 $3,667,390 $5,652,558 $271,717,631 $131,228,763 $402,046,393 1.4%
General Merchandise Stores $0 $7,467,805 $0 $7,467,805 $201,425,607 $386,901,262 $588,326,870 0.0%
Food Services & Drinking Places $11,082,417 $6,784,157 $5,198,260 $207,790,264 $169,549,754 $377,340,018 1.4%
Other Retail Group $13,809,746 $6,771,664 $7,038,081 $183,413,710 $242,347,610 $425,761,320 1.7%
Total $65,570,678 $54,035,436 $35,677,004 $24,141,762  $1,792,948,414 $2,303,620,413 $4,096,568,827 0.9%

Sources: U.S. Bureau of Labor Statistics, Consumer Price Index; and ALH Urban & Regional Economics.

(1) See Exhibit 3.
(2) See Exhibit 19.

(3) Comprises the level of net new project sales not anticipated to be absorbed by new demand occurring between the 2013 baseline period and 2016, the anticipated first full year of operations for the
Orchards at Walnut Creek. These are the amount of sales anticipated to be diverted from existing baseline retail establishments in Walnut Creek and Concord combined in order for the Orchards at Walnut
Creek to achieve the level of operation projected in Exhibit 3 assuming both Walnut Creek and Concord establishments experience sales impacts.

(4) See Exhibit 14.

(5) Comprises the City of Concord retail sales base from Exhibit 16, inflated by the Consumer Price Index from June 2012 to June 2013, as a proxy for the existing retail sales base in 2013. The CPI

adjustment factor is 1.0152.
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Exhibit 22
The Orchards at Walnut Creek
Project Sales Impacts

Residual Sales Impact Above 3% of Sales Base (1)
City of Walnut Creek and Combined Cities of Walnut Creek and Concord

In 2013 Dollars

Retail Category

City of Walnut Creek

Combined Cities of Walnut Creek and Concord

Motor Vehicle & Parts Dealers
Home Fumishings & Appliances

Food & Beverage Stores
Gasoline Stations

Clothing & Clothing Accessories
General Merchandise Stores
Food Services & Drinking Places
Other Retail Group

Sales Impacts Residual Sales Impacts Residual
in Excess of Sales Impact in Excess of Sales Impact
New Walnut 3% of Above 35 New Combined 3% of Above 3% of
Sales Base (2) _Creek Demand (3) Sales Base of Sales Base Sales Base (4) Cities Demand (4) Sales Base Sales Base
TA] [B] [C=A*03 __[D=B-Cif>0] [E] [F] [G=E*.03] [H=F-Eif>0]
$435,308,894 $0  $13,059,267 $0 $960420,885 $0 $28,812,627 $0
$72,581,003 $4,304,370 $2,177,430 $2,126,940 $210,038,742 $2,837,287 $6,301,162 $0
Building Materials & Garden Equipment $37,751,399 $0 $1,132,542 $0 $266,067,316 $0 $7,982,019 $0
$258,547,256 $19,846,911 $7,756,418 $12,090,493 $572,466,245 $14,950,818 $17,173,987 $0
$124,412,650 0 $3,732,379 $0 $293,201,039 0 $8,796,031 $0
$271,717,631 $7,494,342 $8,151,529 $0 $402,946,393 $5,652,558 $12,088,392 $0
$201,425,607 $0 $6,042,768 $0 $588,326,870 $0 $17,649,806 $0
$207,790,264 $8,605,301 $6,233,708 $2,371,593 $377,340,018 $5,198,260 $11,320,201 $0
$183413,710 $10438,848 5,502,411 $4,936,437 $425,761,320 $7,038,081 $12,772,840 $0
$1,792,948,414 $50,689,772 $53,788,452 $21,525,463  $4,096,568,827 $35,677,004 $122,897,065 $0

Total

Source: ALH Urban & Regional Economics.

(1) Reflects residual sales impact assuming existing retail base can absorb up to a 3% salse impact, reflecting ebb and flow and retail sales.

(2) See Exhibit 14.
(3) See Exhibit 20
(4) See Exhibit 21.
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The Orchards at Walnut Creek
Market Area and Nearby Grocery and Food Stores by Orientation (1) (2)

September 2013
Map Miles from Estimated # of
Identifier (3) _Store (4) Address city site Shopping Center Other Tenants (5) Vacancies
MARKET AREA

Conventional Market Orientation (Map color code Yellow}

1 Safeway (Existing 2941 Ygnacio Valley Rd Walnut Creek 04 Encina Grande Walgreens, 1000 Oaks Hardware, Applebee's, Kumon Learning Center, Taco 4 small shop
store being closed Bell, Varella Cleaners, Evie's Hamburgers, Toyo Sushi, Renew You Massage,  vacancies
and replaced at The Sparta Taekwondo, Wainut Creek Nails, Excel Realty & Mortgage, Kv Cuts,

Orchards at Walnut Encina Bike Shop, Rocco's Ristorante & Pizza, Yogurt Station, Leslie's

Creek) Swimming Pool Supplies, Bagel Street Cafe, The UPS Store, Jade Garden,
Radio Shack, Papa Murphy's Take & Bake, Alex Katoozian Furniture

2 Nob Hill Foods 2270 Oak Grove Rd Walnut Creek 04 Citrus Marketplace  BevMo, Mildly Ill and Childrers Medical Center, Bank of America, JPMorgan 2 small shop
Chase, the US Post Office, Panda Express, My Gym and Mary's Pizza Shack, ~ vacancies, 2
hair and beauty salons, Childrerts Karate, taqueria, yogurt shop, Weight additional
Watchers, beauy supply, State Farm, cleaners, math tutoring forthcoming
Upscale Market Orientation {Map color code Green)

3 Safeway Open 710 Bancroft Rd Walnut Creek 14 Country c Y. Y Fitness, Tropical Solution Tanning, 1o visible

24 Hrs. Courtrywood Nail Salon, David's Hairpointe, McCaulou's Department Store, vacancies

Courtrywood Interiors, Milner's Jewelers, Countrywood Music, Countrywood
Florist, NorCal Swim Shop, Atie's Countrywood Lounge, Sichuan House,
Genova Delicatessen, Sorrento ltalian Restaurant, Una Mas Mexican Grill,
Allstar Donuts, Panera Bread, Noalts New York Bagels, Starbuck's Coffee,
Jamba Juice, Guanatos Ice Cream, Black Bear Diner, Fashion Cleaners,
Provident Credit Union, Cousin's Locksmith, The UPS Store, C2 Education

Specialty & Niche Market Orientation (Map color code Blue)

4 Trader Joe's 785 Oak Grove Rd Concord 09  Oak Grove Plaza Curves, Concord CrossFit, Chipotle, Baskin Robbins, independent o visible
pharmacy, cleaners, sporting goods, Postal Annex, Pet Food Express, vacancies
comics, liquors, Round Table, beauty salon, sewing, health center, Italian
restaurant, cleaners, deli, Peet's, photo lab, sushi, nails, Wells Fargo, Verizon

5 Fresh and Easy 1827 Ygnacio Valley Rd Walnut Creek 13 Ygnacio Plaza Sports Basement, Fitness 19, Lovely Nails, Premium Cleaners, Lemonade, 1 small shop
Encore Theatrical Supply, China Village Restaurant, Walnut Creek Tanning, vacancy
Postal Annex, Tatsu, Peet's Coffee, Great Clips, Kinder's Meats * Deli * Bib,
Mountain Mike's Pizza, Massage Envy, European Wax Center, High Tech
Burtito, Walkabout Footwear, Mooyah Burgers Fries And Shakes, Subway, A
Sweet Affair, Yoppi Yogurt, A Daphne's Greek Cafe, B Jc Education Center,
For Your Eyes Only, Michaels Hair Works, Chase Bank
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The Orchards at Walnut Creek
Market Area and Nearby Grocery and Food Stores by Orientation (1) (2)

September 2013
Map Miles from Estimated # of
Identifier (3) _Store (4) Address city site Shopping Center Other Tenants (5) Vacancies
OUTSIDE OF MARKET AREA
Market {Map color code Yellow}

6 Lucky 5190 Clayton Rd Concord 34 The Vineyard Kmart, Round Table, UPS Store, watch repair, McCaulou's Department Store, 1 small shop
martial arts, hair salon, ltalian restaurant, Payless Shoes, dentist, nails, pool vacancy
supplies optometrist, shoe repair, Baskin Robbins, morigage broker, Kelly
Moore, PaintKidz Planet, taqueria

7 Lucky 155 Crescent Plaza Pleasant Hill 37 Unknown Ross Dress For Less (This location is behind the Downtown Pleasant Hilly no visible

vacancies

8 Safeway 1972 Tice Valley Bivd Walnut Creek 56 Rossmoor Shopping  CVS, Home Savings of America, US Bank, law office, Wells Fargo, UPS

Center Store, cleaners, Better Home Realty, Chevron auto care, Chase Bank,
Rossmoor Diner, Pacific National Bank, U.S. Post Office, general contractor,
Tri-Valley Unified Methodist Church, Lolonis Winery, Diablo Valley Foundation
for the Aging, Premier Capital Morigage, Old Republic Title, First Community
Bank, Drapers and Damens, Tri-Valley Beauty Salon, CPA office, Walnut
Creek Hearing Aid Center, optometrist
Upscale Market Ori n (Map c¢ code Green|
9 Safeway 4309 Clayton Rd Concord 239 Unknown Japanese restaurant, cleaners, hair salon, Buttercup Grill and Bar, Verizon 1 small shop
vacancy
10 Safeway Open 600 South Broadway Walnut Creek 30  Standalone Grocery ~ None Not Applicable
24 Hrs. Store
" Safeway Open 5431 Clayton Rd Clayton 37 Clayton Station Clayton Fitness Center, Walgreens Automotive Paradigm, Avite Caffe, All no visible
24 Hrs. State, Hawaiian Restaurant, B&T $2 Cleaners, Bonanza Street Books, Carl's vacancies
Jr., Clayton Valley Shell, Computers USA, GNC, H&R Block, Pizza Hut,
Postal Annex, Prime Cuts, Taqueria, Smoothy's Yogurt & Juice Bar,
Starbucks, Wells, Wine Thieves, Wolf Camera, jewelers, pet hospital,
cleaners, Cold Stone, tanning salon, ReMax, dentist
12 Safeway Open 2600 Willow Pass Rd Concord 37  Standalone Grocery  None Not Applicable
24 Hrs. Store
13 Safeway Open 1978 Corira Costa Bivd Pleasant Hill 38  PleasantHillPlaza  Starbucks, Nathan's Burgers, Union Bank, Consumer Learning Center, Gold no visible
24 Hrs. Shop, Hitchcock Realty, two hair salons, Metro Insurance, trophy shop, PC vacancies
Service Center, SAS Shoes, Sushi, Plaza Café, Yopop Yogurt, Farrington's
Bar, cleaners, massage/hot tubs, dentist, Thai restaurant, Subway, Prudential,
taqueria, Beauty Source
14 Safeway 600 Patterson Blvd Pleasant Hill 41 Standalone Grocery  None Not Applicable
Store
15 Lunardf's 1600 Palos Verdes Mall Walnut Creek 43 Palos Verdes Mall Rite Aid, RW Sport Gym, Animal Crackers per grooming, watch repair, hair 3 small shop
salon, veterinarian, Thai restaurant, Chase Bank, yogurt, UPS, Starbucks, vacancies
travel, cigarettes, Chinese restaurant, Lampshades, nail salon, beauty salon,
Subway, café, Papa Murphy, cleaners, shoe repair, kids apparel, baber, gift
shop, Snap Fitness, optometrist
16 Safeway (with gas) 707 Cortra Costa Blvd Pleasant Hill 59  Sunvalley Mall Approximately 170 stores including Macy's, JCPenney, Sears, and Nordstrom. 2 smaller mall
Open 24 Hrs. vacancies
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The Orchards at Walnut Creek
Market Area and Nearby Grocery and Food Stores by Orientation (1) (2)

September 2013
Map Miles from Estimated # of
Identifier (3) _Store (4) Address city site Shopping Center Other Tenants (5) Vacancies
Speci & Niche Market Orientation {(Map color code Blue)
17 Sprouts 1510 Geary Road Walnut Creek 30  Unknown Freebirds Burritos, Habit Burger Grill, Supercuts, Subway, nail salon 1 shop vacancy
(opened 9/5/12)
18 Harvest House 2395 Monument Blvd Concord 30 Monument Plaza Billiards, locksmith, music, Diablo Corals, carpet supply, motorcycle 5 small vacancies
accessories (This location is more industrial than retail oriented)
19 Concord Produce 2511 Monument Bivd Concord 33 Standalone Food None Not Applicable
and Fish Store
20 Fresh and Easy 5410 Ygnacio Valley Rd Concord 34 ClaytonValiey SC Ross Dress For Less, CVS Pharmacy, Orchard Supply Hardware, Anytime 9 small shop
Fitness, Clayton Valley Dance Academy, Althea Corrin Salon, Sally Beauty vacancies

Supply, Tuesday Morning, Clayton Frameworks, Fashion Cleaners, Western
Healthcare, Five Guys Burgers & Fries, Massage Envy, The Tanning
Company & Spa, Foresight Optometry, Jamba Juice, Wingstop Restaurant,
Clayton Valley Dertal Care, Rose Liquors, Concord Kung Fu Acaderny,
Diamond Pure Water, Dollar Tree, Dickey's Barbeque Pit, Cingular Wireless,
Gamestop, Sprint, Sport Clips, Thai Cuisine, Yogurt Shack, Step Irto Comfort,
TJ Nail Spa, T-Mobile, Burger King, Bank Of America, Chase Bank, Peet's
Coffee, Panda Express, Tachi Sushi Bar, Bella Ristorante, Pet Food Express,
Guadalajara Grill

21 Whole Foods 1333 Newell Ave Walnut Creek 38  Newell Square Hospice Boutique, Blush Frozen Yogurt, The Natural Mattress Store no visible
vacancies
22 Trader Joe's 1372 South California Bivd Walnut Creek 39 None Pet Food Express no visible
vacancies
23 Pleasant Hill Market 2397 Pleasant Hill Rd Pleasant Hill 5.0 Standalone Food None Not Applicable
Store
24 Trader Joe's 1150 Concord Ave Concord 6.7  Heritage Square Petco, Pacific Sales, Contra Costa Power Sports, Sushi, Arizona Leather, 2 small shop
Starbucks, Mechanics Bank, Ashley Furniture, Weight Watchers, chiropractic vacancies

Discount Market Orientation {Map color code Purple]

2 Food Maxx 1751 Monument Bivd Concord 28  Concord Shopping  Rite Aid, Subway, Sew and Vac, travel agency, Vietnamese restaurart, nail 2 small shop
Center salon, Metro PCS, insurance, apparel, beauty supply, Asian restaurant, credit  vacancies
union, optometrist, mail service, tax preparation, teriyaki restaurant, Best
Burger
2 Food Maxx 4505 Clayton Rd Concord 30  DiandaPlaza Ace Hardware, cleaners, Hobby Town USA, O'Reilly Auto, marial arts, 1o visible
cigarettes, Dairy Queen, El Polo Loco vacancies
27 Target 1871 North Main St Walnut Creek 30  Standalone Store None (Starbucks and Pizza Hut within Target store) Not Applicable
28 Smart and Final 2100 Cortra Costa Bivd Pleasarnt Hill 37 The Courtyard Rite Ald, Staples, The Vitamin Shoppe, Sprint, Pet Food Express, Mike's 1o visible
Cameras, Bank of America, Lenscrafters, Boston Market, Great Clips salon vacancies
29 Grocery Outlet 1840 Willow Pass Rd Concord 44 Standalone Food None Not Applicable
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The Orchards at Walnut Creek

Market Area and Nearby Grocery and Food Stores by Orientation (1) (2)

September 2013
Map Miles from Estimated # of
Identifier (3) _Store (4) Address city site Shopping Center Other Tenants (5) Vacancies
30 Grocery Outlet 1671 Contra Costa Blvd Pleasant Hill 45 Unknown Bay Area Properties, Cash America cash advance, Seafood Deli, pizza, 2 small shop
cleaners, sportscard, Fed Ex, Vietnamese restaurant, donuts, Asian vacancies
restaurant, liquors, hair/nail salon, Radio Shack, Goodwill
Ethnic Market Orientation (Map color code Orangel
31 Mercado del Valle 1651 Monument Blvd Concord 29 Standalone Food None Not Applicable
Store
32 Los Rancheros 1099 Reganti Dr. Concord 31 Unknown Hankook Korean Market, EI Rancho Restaurant, Mercado del Sol Restaurant, o visible
Supermarket Korean BBQ, laundry vacancies
33 Hankook Korean 1450 Monument Blvd Concord 31 Unknown Los Rancheros Supermarket, EI Rancho Restaurant, Mercado del Sol no visible
Market Restaurant, Korean BBQ, laundry vacancies
34 Los Montanas 2691 Monument Blvd Concord 35 Plaza Bonita Interior mercado style mall with 16 small local tenants, Exterior tenants 8 mercado spaces
include Center for Economic Opportunity, liquor, laundry, Maxi Burger, 2 hair
salons, kabob restaurant, photo studio, auto repair
35 Ranch 99 1795 Willow Pass Rd Concord 45 Park and Shop Ross, Burlington Coat Factory, Fry's Electronics, Payless Shoe Source, UPS 2 small shop
Store, CopyMat, McDonald's, O'Reilly Auto Parts, tailor, dentist, Subway, vacancies,
taqueria, Hair salon, Chinese restaurant, 99 Cent Store, T-Mobile, donuts, additional
Avenue Apparel, massage, computers, cleaners, beauty supply, Metro PCS,  moderate-sized
bagels, Saigon Bistro, Elizabeth's Apparel, Choice Apparel, Fashions 4 All, tenant space
Joann Crafts, China Buffet, Korean BBQ, Quickly Tapioca, Paris Beauty occupied
College, Asian restaurant, Harvest Church, Burger King, tax preparation, seasonally by
Chuck E Cheese, Kevin's Noodle House, Korea House, Hot Pot Restaurant, Halloween store
Red Wing Shoes, Mediterranean Restaurant, China Gourmet, Mo Ba Lo Ca
Bubble Tea
36 Los Montanas 1725 Willow Pass Rd Concord 45  Parkand Shop See preceding entry See above
37 Seafood City 2030 Diamond Bivd Concord 47 Unknown Hometown Buffet, dentist, Subway, Goldilocks Bakery, Chow King Restaurant, no visible
Jollibee Restaurant, Red Robin Bake Shop, Vietnamese restaurant, Hana's vacancies
Sari Shop, hair salon, cell phones, Manila Restaurant, jewelers, walch repair,
Century Properties, X-Clusive Marketing, law office (most tenants in mercado-
style interior mall)
Market {Map color code Grav)
38 Costco 2400 Monument Blvd Concord 23 Standalone Store None Not Applicable
39 Sam's Club 1225 Concord Ave Concord 54 Unknown Sports Authority no visible
vacancies

‘Sources: Maps.Google.com; and ALH Urban & Regional Economics.

(1) Includes maijor grocery stores in Walnut Creek, Concord, and select Pleasant Hill locations, as well as smaller markets within relative proximity of the planned Orchards at Walnut Creek shopping center site.

(2) Market orientation pursuant to visual observation. As more grocery stores are upgraded the distinctions between upscale and conventional stores are blurred. Map colors pertain to the Compefitive Stores Map.

(3) Stores are presented by area (inside or outside of the market area), by orientation of store, and then by distance from the planned site for the Orchards at Walnut Creek.
(4) Stores open 24 hours are noted under the store name.
(5) Fitness Center tenants are noted in highlighted, bold text.
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Exhibit 24: Orchards at Walnut Creek Market Area and Other Area Grocery and Food Stores

TaylorBlvd

#_ Pleasant Hill Concord

2 Pleasant Hill R,

daﬁbp

Oak Park Bﬁvd.

Geary Rl Grocery and Food Store Orientation*:

@®
Conventional
Discount

Ethnic

Specialty & Niche
Upscale

Warehouse

mE X X X X @

Safeway Stores
* The Orchards at Walnut Creek

D The Orchards at Walnut Creek Market Area

- * See Exhibit 23 for Key to Number Designations
I{pgya// \\
o,

Miles
o] 0.75 1.5 3

Final Environmental Impact Report - Best Development Grocery Outlet 2.0-157



2.0

COMMENTS ON DRAFT EIR AND RESPONSES

Exhibit 25
The Orchards at Walnut Creek
Area Fitness Centers and Health Clubs

Distance
Map from Project

Number Site !mlles Fitness Center

Address

City

Amenities

1 0.5 Woodlands Cabana Club

2 1.0 Club Sport Valley Vista

Concord CrossFit

Curves for Women

Fitness 19

Clarke Memorial Swim Center

Walnut Creek Tennis Club

CountryWood Fitness

CrossFit Adventure

Renaissance Club Sport

111 Longleaf Drive

3737 Valley Vista Road

2956 Treat Boulevard

2962 Treat Boulevard

1853 Ygnacio Valley Road

1750 Heather Drive

1751 Heather Drive

2074 Treat Boulevard

936 Detroit Avenue

2805 Jones Road

Walnut Creek

Walnut Creek

Concord

Concord

Walnut Creek

Walnut Creek

Walnut Creek

Walnut Creek

Concord

Walnut Creek

Three swimming pools, BBQ pit, and clubhouse. Open Early
May through end of September.

Tennis center (19 outdoor lighted tennis courts), aquatic
center (Jr. Olympic six-lane outdoor lap and recreation
pool), Fithess Center with state-of-the-art weight and cardio
equipment, group fitness classes, TEAM ClubSport,
personal training, complimentary towels, stress
management programs, nutrition counseling, spa services
(massage or a facial), saunas, steam rooms, whirlpools,
café and lounge, event hosting, Club Kid (childcare for
children six weeks - 12 years, arts, crafts and activities,
children's fitness programs, indoor/outdoor play area),
picnic lawn and BBQ area, free WiFi, ProShop

A gym that offers CrossFit: a strength and conditioning
program

Cardio equipment, weights, weight management programs

Cardio equipment, circuit training, free weights, kids room

Olympic size 20-lane lap pool, fithess center with
cardiovascular and weight equipment, diving pool with
spring board, children's wading pool

Tennis center (10 pay-as-you-play courts), ball machine
rental, lessons and classes, pro shop

Cardio equipment, free weights, circuit/selectorized weight,
fitness boot camp/ circuit training program

A staff of lifestyle coaches and health advocates utilizing a
CrossFit gym

State-of-the-art Weight & Cardio Equipment, 15™-17" TV's
on most cardio machines, stretch/core training area,
certified personal trainers, private training studio, nutrition
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2.0

Exhibit 25
The Orchards at Walnut Creek
Area Fitness Centers and Health Clubs

Distance

Map from Project

Number _ Site (miles)  Fitness Center Address City Amenities

11 33 24 Hour Fitness - Active 2033 N. Main Street Walnut Creek  Cardio equipment, circuit training, free weights, group ¢ M
cycling, group e exercise, personal training, Kids' Club, Area
Pro Shop

12 3.4 24 Hour Fitness - Super Sport 2800 N. Main Street Walnut Creek  Cardio equipment, free weights, strength machines, TRX (1)
suspension training, full-sized basketball court, group
cycling, group exercise, indoor lap pool, whirlpool, sauna,
steam room, personal training, personal viewing screens,
Pro Shop, towel service, Kids' Club, free WiFi

13 4.0 Curves for Women 2099 Mt. Diablo Boulevard ~ Walnut Creek  Cardio equipment, weights, weight management programs

14 4.2 Anytime Fitness 5434 Ygnacio Valley Road  Concord Personal training, cardio TVs, hats, health plan discounts,
wellness programs, cardio equipment, circuit/selectorized
weights, free weights, racks, plate loaded

15 4.2 Curves for Women 4691 Clayton Road Concord Cardio equipment, weights, weight management programs

16 42 Lynch Fitness 1530 S. Main Street Walnut Creek  Functional training and circuit training, bootcamps

17 43 Forma Gym 1908 Olympic Boulevard Walnut Creek  Group fitness, free weights, cardio, outdoor turf studio,
massage, outdoor lounge, pool, cycle studio, personal
training, "Kidzville"

18 43 In-Shape Health Club 5294 Clayton Road Concord Cardio theater, racquetball, Kids Club, pool (outdoor), group
classes, basketball, free weights, group cycling, group
fitness, selectorized machines, intro to 29-Minute Circuit,
abs & stretching area, massage, tanning

19 4.4 Clayton Fitness Center 1516 Kirker Pass Road Clayton Cardio equipment, free weights, circuit/selectorized weight,
fitness boot camp/ circuit training program

20 4.4 Fitness Evolution 3517 Clayton Road Concord Free weights, 30 minute circuit, group exercise classes, abs

and stretch, boot camps, cardio movie theatre, executive
style locker rooms, HydroMassage, personal training,
personal TVs on cardio, tanning
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Exhibit 25
The Orchards at Walnut Creek
Area Fitness Centers and Health Clubs

Distance
Map from Project
Number _ Site (miles)  Fitness Center Address City Amenities
21 46 The Big C Athletic Club 1381 Galaxy Way Concord weight room, state of the art equipment, group fitness,
group cycling, outdoor swimming pool, racquet courts,
exercise studios, personal training, sauna and steam rooms,
basketball court, The Big C Grille, spa, shoe shine service,
salon
22 5.1 Fitness 19 4115 Concord Boulevard Concord Cardio equipment, circuit training, free weights, kids room
23 6.2 Tice Valley Community Gym 2055 Tice Valley Boulevard Walnut Creek  Group fitness, basketball court, badminton,

Sources: Fitness center websites; and ALH Urban & Regional Economics.

(1) Personal training and Kids' Club cost extra.
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Exhibit 26: Orchards at Walnut Creek Market Area and Area Fithess Centers and Health Clubs
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Exhibit 27

The Orchards at Walnut Creek
Cumulative Major Retail Developments {10,000+ Square Feet)
Cities of Walnut Creek, Concord, and Pleasant Hill (1) (2)

September 2013
Estimated Net
New Retail Distance Anticipated
Square Footage from The Opening
Project City Description Status Location Orchards Completion
Market Area
1. Encina Grande Walnut Creek Rermodel of existing shopping certer buildings, parking lot, and landscaping 35503 (3) Under review Across the street from the 01 Fall 2016
Shopping Center (3) Add approximately 3,500 square fest of retail space. It is planned that the proposed subject site, The
existing Safeway store at Encina Grande will be relocated to the subject The Orchards at Walnut Creek
Orchards at Walnt Creek. Anew Whole Foods store is committed to locating Located at 2395 Ygnacio
into an expanded grocery store space after Safeway departs. The Whole Foods Valley Road at Oak Grove
store will total 37,500 square feet Road
Outside Market Area
2. 1500 North Califomia  Walnut Creek Development of a new 6-story mixed-use building with 18,270 square feet of 14,770 Under 1500 North Califorria 34 Early 2016
Blvd retail space and 140 apartment units. Demolished approximately 3,500 square Construction Boulevard at Bonanza Street
feet of existing retail space.
3. 1500 Mt Diablo Bivd Walnut Creek Develop a new building with a total of 8,800 square fest of rertable enclosed 8800 (4) Underreview 1500 Mt Diablo Boulevard at N 35 15t Qtr 2015
space (1,200sf cafe restaurant, 4 500sf general restaurant, and 3,100sf general Main Street
retail) plus 4,000sf of second floor oLitdoor and rooftop open seating area.
Property sold to the developer by the City of Walnut Creek after public bidding
process
4. Centre Place South Walnut Creek Demolition of existing 5,050-square-foot building and construction of 23,000 17 950 Under review Olympic Boulevard and 36 Unknown
sauare feet of retail space in two buildings. Includes 142 residential California Boulevard
condominiums and a 182-stall parking garage.
5. Broadway Plaza Walnut Creek Renovation of existing regional mall to add up to 300,000 square feet of new 209,984 Under review. Mount Diablo Boulevard and 36 20162023
Shopping Center retail space. It is unknown when the project will begin. It s planned to be South Broadway in downtown
phased over & 20-year period Walnut Creek
6. The Village at 1500 Walnut Creek Dermolition of an 8-story office building and 1-story retail structure with 6,000 31,000 Approved 1500 Newell Avenue at Main 40 1st Qtr 2015
Newell Avene sauare feet is complete. New construction of 37,000 square feet of retail, 49 Demolition Street
condominium units, and a 250-stall parking garage to begin by December 2013 complete.

Sources: Planning Departments in the cities of Walnut Creek, Concord, and Pleasart Hill: and ALH Urban & Regional Economics.

(1) Projects listed based on distance from the Project site.
(2) Includes projects with 10,000 square feet or more of planned retail development, unless otherwise noted. No projects were idertified in Concord or Pleasant Hill. Projects identified but not likely to be developed within the general timeframe of

The Orchards at Walnut Creek are shaded in gray.

(3) Detailed information about the expansion and reconfiguration of this project is located in B-6
(4) The larger square footage figure includes the roof top seating area. ALH Urban & Regional Economics conservatively considers this sales space, and thus prospecive sales are benchmarked in the following exhibits based upon this larger

square footage figure.
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2.0

Exhibit 28
The Orchards at Walnut Creek
Sales Estimates for Cumulative Projects (1)

In 2013 Dollars
Miles from
The Orchards
at Walnut Estimated Sales per Total Retail
Creek Net Sq. Ft. Sq. Ft. Sales (2)
Project Name [A] [B] IC] [D = (B x C)*%Retail]
Market Area
1. Encina Grande Shopping Center Redevelopment (3) 01 See Below
Whole Foods Grocery Store (4) $925 (5) $34,687,500
Net Increment in Pharmacy Space (Walgreens) $835 (6) $1,896,492
Net Increment in Shop Space $350 (7) ($2,069,900) (8)
Outside the Market Area
2. 1500 North California Blvd. 34 14,770 $350 (7) $4,394,075 (2)
3. 1500 Mt Diablo Blvd. 35 8,800 (9) See Below
Restaurant Space (including outdoor seating) $479 (10) $2,731,991
Retail $350 (7) $922,250 (2)
4. Centre Place South 3.6 17,950 $350 (7) $942,375 (2)
6. The Village at 1500 Newell Avenue 4.0 31,000 $350 (7) $9,222,500 (2)
Total {11) 76,023 $52,727,283

Sources: Retail Maxim, "Store Productivity Survey of G-400 Credits & Formats," July 2013; Walgreens, Inc., Annual 10-K Form for period ending
8/31/12; U.S. Bureau of Labor Statistics, CPI Index for Urban West; and ALH Urban & Regional Economics.

(1) Projects with an undetermined timeline are generally too speculative for inclusien in this analysis. Project numbers match the numbers on Exhibit
27. Project distance and net square footages figures are also noted in Exhibit 27.

(2) Projects lacking specific identified uses are assumed to generate retail sales for 85% of the space, with the 15% balance assumed for non-retail
service uses.

(3) The Encina Grande Shopping Center will be redeveloped, with a net increase of approximately 3,503 square feet of retail space. However, the
shopping center's existing Safeway store will be relocated and expanded across the street at the proposed Orchards at Walnut Creek project. See
Exhibit B-6 for redevelopment details.

(4) See Exhibit 27 and Exhibit B-6 for the estimated VWhole Foods Grocery store space.

(5) Pursuant to Retail Maxim, Whole Foods stores achieved average sales of $919 per square foot in 2012. This sales figure is generally inflated to
$925 in 2013 for analytical purposes.

(6) Sales per square foot estimated from the Walgreens annual 10-K report. This figure is calculated by dividing the net sales of $71.6 billion by 87
million square feet of sales space, then inflated to 2013 dollars by the CPI index change of 1.0152% from June 2012 to June 2013.

(7) Unless otherwise specified, a standard sales per square foot assumption is applied to the cumulative projects based upon project size. This
assumption is intended to be a generalized average assumption regarding prospective sales per square foot, generally based on the findings in
Exhibit B-6. This figure is $350 per square foot.

(8) Encina Grande currently has four retail shop spaces vacant, with a total of 7,853 square feet vacant (see Exhibit B-6). These spaces are not
currently generating retail sales. Thus, lost future retail sales will pertain to only the portion of the shop space that is current occupied.This amount of
space is 13,767 square feet minus 7,853 square fest, or 5,914 square feet. This is the amount of space for which shop sales are estimated to decline
following redevelopment.

(9) This figure does not include the estimated seating space for the second floor and open rooftop seating. This square footage was not included in
the City's square footage calculation for parking requirements.

(10) Average sales per square foot for restaurants, see Exhibit B-2.

(11) The total figure reflects the net addition of space at the low end and the addition plus the increase at Encina Grande anticipated for Yhole Foods,
essentially assuming that the square footage for the existing Safeway store is transferred to the Orchards at Walnut Creek.
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Exhibit 29

The Orchards at Walnut Creek

Estimate of Cumulative Project Sales by BOE Category (1)
In 2013 Dollars

Sales Distribution (2)

General Food Services
Net Home i shil and Food and Merchandise and Drinking Other Retail
Planned Project Sales (3) Appliance Stores Beverage Stores Stores Places Group
Market Area
1. Encina Grande Shopping Center
Whole Foods Grocery Store $34,687,500 $0 $34,687,500 $0 $0 $0
Net Increment in Pharmacy Space $1,806,492 $0 30 $0 $0 $1,896,492
Net Increment in Shop Space (4) ($2,069,900) ($776,213) 30 $0 ($517,475) ($776,213)
subtotal| $: 14,092
Outside the Market Area
2. 1500 North California Bivd. $4,394,075 $0 $1,757,630 $878,815 $878,815 $878,815
3. 1500 Mt Diablo Blvd.
Restaurant Space $2,731,991 S0 30 $0 $2,731,991 $0
Retail $922,250 S0 $368,900 $184,450 $184,450 $184,450
subtotal $3,654,241
4. Centre Place South $942,375 $0 $376,950 $188,475 $188,475 $188,475
6. The Village at 1500 Newell Avenue $9,222,500 $0 $3,689,000 $1,844,500 $1,844,500 $1,844,500
Total (5) $52,727,283 ($776,213) $40,879,980 $3,006,240 $5,310,756 $4,216,519
Percent of Total 1% 78% 6% 10% 8%

Source: ALH Urban & Regional Economics.

(1) Retail categories to which no sales are allocated are not shown in this exhibit. Project numbers match the numbers on Exhibit 28.
(2) Unless a specific retailer or retail type is identified, sales are allocated consistent with general trends for the shopping centers by size. As all the size increments are consistent
with a neighborhood shopping center, the retail distribution pattern identified for neighborhood centers in Exhibit B-7 was relied upon, which comprises 40% food and beverage and
20% each for general merchandise stores, food services and drinking places, and other retail.

(3) See Exhibit 28.

(@) Itis unclear which shop retailers may not be included in the redeveloped shopping center. However, current information suggests this could include the furniture store, a
restaurant, and electronics retailer. For the sake of the analysis, ALH Urban & Regional Economics assumes that 25% of the lost sales will comprise food services and drinking
places, and 37.5% will comprise each of home furnishings & appliances and other retail.

(5) Figures may not total due to rounding.

C\ALH Econ\2013 Projects\ 1312 MBA Walnut Creek Shadelands\Exhibits\R04 Exhibits\Exhibits 1312. 104 xIsE29. Curnul Sales by Categ
1112212013
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Exhibit 30

The Orchards at Walnut Creek

Orchards at Walnut Creek and Cumulative Retail Project Net New Sales
In 2013 Dollars

Net New Net New Total
Project Retail Cumulative Project All Planned Retail

Retail Category Sales (1) Retail Sales (2) Project Sales

Motor Vehicle & Parts Dealers 30 $0 $0
Home Furnishings & Appliances $5,758,568 ($776,213) $4,982,355
Building Materials & Garden Equipment $0 $0 $0
Food & Beverage Stores $24,700,000 $40,879,980 $65,579,980
Gasoline Stations $0 $0 $0
Clothing & Clothing Accessories $9,319,948 $0 $9,319,948
General Merchandise Stores $0 $3,096,240 $3,096,240
Food Services & Drinking Places $11,982,417 $5,310,756 $17,293,173
Other Retail Group $13,809,746 $4,216,519 $18,026,265
Total $65,570,678 $52,727,283 $118,297,961

Source: ALH Urban & Regional Economics.

(1) See Exhibit 3.
(2) See Exhibit 29.
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Exhibit 31

The Orchards at Walnut Creek

Orchards at Walnut Creek and Cumulative Project Sales Impacts

Impact on Existing Retail Base in Walnut Creek and Walnut Creek Combined with Concord

In 2013 Dollars
City of Walnut Creek Sales Impacts Combined Cities of Walnut Creek and Concord Sales Impacts
All Planned Sales Impact % City of City of Combined Sales Impact %

Retail Project City of Walnut Creek of Walnut Creek Walnut Creek Concord Cities of Combined

Retail Category Sales (1) Sales Base (2) Sales Base Sales Base (2) Sales Base (3) Sales Base Sales Base
[A] [B] [C=A/Bif>0] D] [E] [F=D+E] [G=A/F]

Motor Vehicle & Parts Dealers $0 $435,308,894 0.0% $435,308,894 $525,111,990 $960,420,885 0.0%
Home Furnishings & Appliances $4,982,355 $72,581,003 6.9% $72,581,003 $137,457,738 $210,038,742 2.4%
Building Materials & Garden Equipment $0 $37,751,399 0.0% $37,751,399 $228,315,917 $266,067,316 0.0%
Food & Beverage Stores $65,579,980 $258,547,256 25.4% $258,547,256 $313,918,989 $572,466,245 11.5%
Gasoline Stations $0 $124,412,650 0.0% $124,412,650 $168,788,390 $293,201,039 0.0%
Clothing & Clothing Accessories $9,319,948 $271,717,631 3.4% $271,717,631 $131,228,763 $402,946,393 2.3%
General Merchandise Stores $3,096,240 $201,425,607 1.5% $201,425,607 $386,901,262 $588,326,870 0.5%
Food Services & Drinking Places $17,293,173 $207,790,264 8.3% $207,790,264 $169,549,754 $377,340,018 4.6%
Other Retail Group $18,026,265 $183,413,710 9.8% $183,413,710 $242,347,610 $425,761,320 4.2%
Total $118,297,961 $1,792,948,414 6.6% $1,792,948,414 $2,303,620,413 $4,096,568,827 2.9%

Sources: U.S. Bureau of Labor Statistics, Consumer Price Index; and ALH Urban & Regional Economics.

(1) See Exhibit 30.
(2) See Exhibit 14.
(3) See Exhibit 16.
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Exhibit 32
The Orchards at Walnut Creek

New Demand Generated by Household Growth

City of Walnut Creek and City of Concord

2013 - 2018
In 2013 Dollars

Per Household

Future Household Demand

Retail Demand 2013 - 2018 (3)
City of Walnut City of City of City of Combined

Retail Category Creek (1) Concord (2) Walnut Creek Concord Cities

Motor Vehicle & Parts Dealers $3,540 $3,080 $5,5632,933 $5,571,346 $11,104,279
Home Furnishings & Appliances $1,566 $1,362 $2,447,419 $2,464,410 $4,911,829
Building Materials & Garden Equipment $1,731 $1,506 $2,705,502 $2,724,285 $5,429,787
Food & Beverage Stores $5,226 $4,546 $8,167,766 $8,224,470 $16,392,236
Gasoline Stations $3,667 $3,190 $5,730,837 $5,770,623 $11,501,460
Clothing & Clothing Accessories $1,966 $1,710 $3,072,503 $3,093,833 $6,166,336
General Merchandise Stores $4,003 $3,483 $6,256,451 $6,299,887 $12,556,338
Food Services & Drinking Places $3,636 $3,164 $5,683,698 $5,723,157 $11,406,854
Other Retail Group $3,630 $3,158 $5,673,232 $5,712,618 $11,385,850
Total $28,964 $25,199 $45270,341  $45,584,629  $90,854,970

Source: ALH Urban & Regional Economics.

(1) See Exhibit 15.

(2) The per household spending estimates for the City of Concord were generated by ALH Urban & Regional Economics by taking
the estimated average 2012 household income figure of $85,021 presented in Exhibit 8 and multiplying by 30%, utilizing the
assumption that 30% of household income is spent on BOE type retail. This figure was then multiplied by the percentages
calculated from the ratio of the BOE sales for the State of California. See Exhibit B-4.
(3) Reflects estimated household growth from 2013 to 2018 for the City of Walnut Creek of 1,563, and the City of Concord of 1,809.
See Exhibit 7 for the household growth estimates.
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Exhibit 33

The Orchards at Walnut Creek

Cumulative Project Sales Impacts

Residual Impact on Existing Walnut Creek Retail Sales Base Inclusive of Future Demand to 2018
In 2013 Dollars

City of Walnut Creek Sales Impacts

Project Sales Remaining Less Future Demand Residual
All Planned New Walnut in Excess of Demand Walnut Creek Sales Impact % Sales Impact
Retail Project Creek Demand New Walnut Available for Existing of Walnut Creek > 3% of
Sales (1) 2013-2018 (2, Creek Demand (3) _Retail Backfilling Sales Base (4) Sales Base Sales Base (5)
Retail Category [A] [B] [C=A-Bif>0] [D=F-Aif>0] [E] [F=C/E] [G=C-(E*0.3)if>0]]
Motor Vehicle & Parts Dealers $0 $5,532,933 $0 $5,532,933 $435,308,894 0.0% $0
Home Furnishings & Appliances $4,982,355 $2,447 419 $2,534,936 NA $72,581,003 3.5% $357,506
Building Materials & Garden Equipment $0 $2,705,502 $0 $2,705,502 $37,751,399 0.0% $0
Food & Beverage Stores $65,579,980 $8,167,766 $57,412,214 NA $258,547,256 222% $49,655,796
Gasoline Stations $0 $5,730,837 0 $5,730,837 $124,412,650 0.0% $0
Clothing & Clothing Accessories $9,319,948 $3,072,503 $6,247,446 NA $271,717,631 23% $0
General Merchandise Stores $3,006,240 $6,256,451 $0 $6,256,451 $201,425,607 0.0% $0
Food Services & Drinking Places $17,293173 $5,683,698 $11,609,475 NA $207,790,264 5.6% $5,375,767
Other Retail Group $18,026,265 $5,673,232 $12,353,033 NA $183,413,710 6.7% $6,850,621
Total $118,297,961  $45,270,341 $90,157,103 $20,225,724  $1,792,948,414 5.0% $62,239,691

Source: ALH Urban & Regional Economics.

1) See Exhibit 30

2) See Exhibit 32.

(3) Comprises the level of net cumulative project sales not anticipated to be absorbed by new demand occurring between the 2013 baseline period and 2018, a prospective future stabilized
year for the cumulative projects. These are the amount of sales anticipated to be diverted from existing baseline retail establishments in Walnut Creek in order for the Orchards at Walnut
Creek and the cumulative projects to achieve their assumed levels of operation, assuming only Walnut Creek establishments experience sales impacts.

(4) See Exhibit 14.

(5) Comprises the remaining sales impacts after existing retailers absorb sales impacts equivalent to 3% of the sales base for the categories forecasted to experience impacts.
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Exhibit 34
The Orchards at Walnut Creek
Cumulative Project Sales Impacts

Residual Impact on Existing Walnut Creek and Concord Combined Retail Sales Base Inclusive of Future Demand to 2018

In 2013 Dollars

New Combined

Combined Cities Sales Impacts Less

Walnut Creek Project Sales Remaining Future Demand Residual
All Planned and Concord in Excess of New Demand Combined Sales Impact % Sales Impact
Retail Project Demand Combined Cities Available for Cities of Combined > 3% of
Sales (1) 2013-2018 (2) Demand (3) Retail Sales Base (4) Sales Base Sales Base

Retail Category AL 18] [C=A-Bif>0] [D=F-Aif>0] [E] [F=C/E] [G=C-(E*03)if>0]
Motor Vehicle & Parts Dealers $0 $11,104,279 $0 $11,104,279 $960,420,885 0.0% $0
Home Furnishings & Appliances $4,982,355 $4,911,829 $0 $210,038,742 0.0% $0
Building Materials & Garden Equipment $0 $5,429,787 $0 $5,420,787 $266,067,316 0.0% $0
Food & Beverage Stores $65,579,980 $16,392,236 $49,187,744 $572,466,245 8.6% $32,013,756
Gasoline Stations $0 $11,501,460 $0 $11,501,460 $293,201,039 0.0% $0
Clothing & Clothing Accessories $9,319,948 $6,166,336 $3,153,612 $402,946,393 0.8% $0
General Merchandise Stores $3,006,240 $12,556,338 $0 $12,556,338 $588,326,870 0.0% $0
Food Services & Drinking Places $17,293,173 $11,406,854 $5,886,318 $377,340,018 1.6% $0
Other Retail Group $18,026,265 $11,385,850 $6,640,415 $425,761,320 1.6% $0
Total $118,297,961 $90,854,970 $64,868,089 $40,591,865  $4,006,568,827 1.6% $32,013,756

Source: ALH Urban & Regional Economics.

(1) See Exhibit 31.
(2) See Exhibit 32.

(3) Comprises the level of net cumulative project sales not anticipated to be absorbed by new demand occurring between the 2013 baseline period and 2018, a prospective future stabilized
year for the cumulative projects. These are the amount of sales anticipated to be diverted from existing baseline retail establishments in Walnut Creek and Concord combined in order for the
Orchards at Walnut Creek and the cumulative projects to achieve their assumed levels of operation, assuming both Walnut Creek and Concord establishments experience sales impacts.

(4) See Exhibit 21.

(5) Comprises the remaining sales impacts after existing retailers absorb sales impacts equivalent to 3% of the sales base for the categories forecasted to experience impacts.
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Exhibit 35
The Orchards at Walnut Creek

City of Walnut Creek Vacancy Trends
2006 Through Q2 2013

Rentable Building Area Leasing Activity New Construction

RBA

# Percent Total Net | Total | Total SF | Number RBA # Under | Under

Period |Bldgs| Total SF | Vacant SF| Vacant | Occupied SF | Absorption | Deals | Leased | Delivered | Delivered | Const | Const
20132Q| 431 4,770,939 159,287 3.3% 4,611,652 10,458 15 29,862 0 0 0 0
20131Q| 431 4,770,939 169,745 3.6% 4,601,194 851528 12 17,875 3 53,304 0 0
20124Q| 428 | 4,717,635 151,964 3.2% 4,565,671 (12,454) 16 75,055 1 4,671 3 53,304
20123Q| 427 4,712,964 134,839 2.9% 4,578,125 7,298 7 9,955 1 25,472 4 57,975
20122Q| 426 | 4,687,492 116,665 2.5% 4,570,827 1 7 6,704 0 0 5 83,447
20121Q| 426 | 4,687,492 116,666 2.5% 4,570,826 122,772 16 124,308 1 86,000 3 35174
20114Q| 425 4,601,492 153,438 3.3% 4,448,054 22,814 18 18,790 1 29,731 1 86,000
2011 3Q| 424 | 4,571,761 146,521 3.2% 4,425,240 23,958 7 16,055 0 0 2 145731
20112Q| 424 | 4,571,761 170,479 3.7% 4,401,282 6,860 16 52,248 0 0 2) 115731
2011 1Q| 424 | 4,571,761 177,339 3.9% 4,394,422 (6,357) 10 16,659 1 17,707 i 86,000
2010 4Q| 423 | 4,554,054 153,275 3.4% 4,400,779 12,686 7 6,473 0 0 1 17,707
20103Q| 423 | 4,554,054 165,961 3.6% 4,388,093 (4,388) 16 31,128 1 1,137 1 17,707
20102Q| 422 4,552,917 160,436 3.5% 4,392,481 4,199 14 40,184 0 0 2 18,844
20101Q| 422 | 4,552,917 | 164,635 3.6% 4,388,282 (15,728) 5 9,407 2 9,795 > 18,844
20094Q| 420 4,543,122 S92 3.1% 4,404,010 (3,336) 10 17,126 0 0 S 10,932
20093Q| 420 | 4,543,122 188776 3.0% 4,407,346 169 16 20,918 0 0 8 10,932
2009 2Q| 420 | 4,543,122 135,945 3.0% 4,407,177 (15,354) 11 20,678 0 0 © 10,932
2009 1Q| 420 | 4,543,122 120,591 2.7% 4,422,531 19,200 8 23,687 0 0 B 10,932
2008 4Q| 420 | 4,543,122 139,791 3.1% 4,403,331 12,494 7 30,221 0 0 2 9,795
2008 3Q| 420 | 4,543,122 152,285 3.4% 4,390,837 14,114 7 18,635 0 0 0 0
2008 2Q| 420 | 4,543,122 166,399 3.7% 4,376,723 (13,165) 3 2,750 0 0 0 0
2008 1Q] 420 4,543,122 153,234 3.4% 4,389,888 (33,440) 5 31,765 0 0 0 0
2007 4Q| 420 | 4,543,122 119,794 2.6% 4,423,328 (Rl & 15,993 0 0 0 o]
2007 3Q| 420 | 4,543,122 121,507 2.7% 4,421,615 49,519 7 4,706 0 9] 0 o]
2007 2Q| 420 | 4,543,122 171,026 3.8% 4,372,096 (8,496) 0 1,085 0 0 0 0
2007 1Q| 420 | 4,543,122 162,530 3.6% 4,380,592 (45,235) 0 0 0 0 0 0
20064Q| 420 | 4,543,122 117,295 2.6% 4,425,827 49,733 6 3,020 0 0 0 0
2006 3Q| 420 | 4,543,122 167,028 3.7% 4,376,094 (542) 2 13,071 0 0 0 0
2006 2Q| 420 4,543,122 166,486 3.7% 4,376,636 1,887 5 21,402 0 0 0 0
2006 1Q| 420 4,543,122 168,373 3.7% 4,374,749 6,472 4 22,867 0 0 o] 0

Sources: Costar; and CB Richard Ellis.
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Exhibit 36

The Orchards at Walnut Creek
City of Concord Vacancy Trends
2006 Through Q2 2013

Rentable Building Area | _Leasing Activity New Construction
RBA
# Percent Total Net | Total | Total SF | Number RBA #Under | Under
Period Bldgs | Total SF_| Vacant SF | Vacant | Occupied SF | Absorption | Deals | Leased | Delivered | Delivered | Const Const
20132Q | 472 |7,675,970 | 391,368 5.1% 7 284,602 (521) 17 39,652 0 0 0 0
2013 1Q | 472 |7,675,970 | 390,847 5.1%] 7,285,123 133 9 37,025 0 0 0 0
2012 4Q | 472 17,675,970 | 390,980 5.1%] 7,284,990 (5,448) 7 30,267 0 0 0 0
2012 3Q | 472 17,675,970 | 385,532 5.0%] 7,290,438 20,778 3 57,165 0 0 0 0
2012 2Q | 472 17,675,970 | 406,310 5.3%| 7,269,660 56,511 2 33,9 0 0 0 0
2012 1Q | 472 |7,675,970 | 462,82 6.0%]| 7,213,149 24,210 0 38,294 0 0 0 0
20114Q | 472 |7,675,970 | 487,03 6.3%| 7,188,939 71,409 g 26,307 0 0 0 0
20113Q | 472 |7,675,970 | 558,440 7.3%| 7,117,530 /603 4 51,595 0 0 0 0
20112Q | 472 |7,675,970 | 565,043 7.4%| 7,110,927 26,904 4 51584 0 0 0 0
2011 1Q | 472 |7,675,970 | 591,947 7.7%| 7,084,023 (35,880) 5 42,315 1 10,000 0 0
20104Q | 472 17,675,970 | 556,067 7.2%]| 7,119,903 85,03 1 35,149 0 0 0 0
2010 3Q | 472 17,675,970 | 641,105 8.4%]| 7,034,865 (4,458) 0 15,223 0 0 0 0
20102Q | 471 7,673,424 | 634,101 | 8.3%| 7,039,323 1,662 1] 97,909 0 0 1 2,546
2010 1Q | 471 [7,673,424 | 635,763 | 8.3%| 7,037,661 94,950 21| 57,074 2| 118,546 1 2,546
20094Q | 470 |7,557,424 | 614,713 8.1%| 6,942,711 (3,715) 8 21,310 0 0 6,000
2009 3Q | 470 |7,557,424 | 610,998 8.1%| 6,946,426 (55,803) 13 49,795 0 0 6,000
20092Q | 470 |7,557,424 | 555,195 7.3%| 7,002,229 | (156,254) 7 35,260 0 0 6,000
2009 1Q | 470 |7,557,424 | 398,941 5.3%| 7,158,483 (18,918) 15 57,888 0 0 0 0
2008 4Q | 470 [7,557,424 | 380,023 | 5.0%] 7,177,401 22,067 6] 48051 0 0 0 0
2008 3Q | 470 ]7,557,424 | 402,090 5.3%] 7,155,334 (52,233) 6 9,803 1 5,800 0 0
2008 2Q | 469 |7,551,624 | 344,057 4.6%| 7,207,567 (74,388) 6 91,241 0 0 1 5,800
2008 1Q | 469 |7,551,624 | 269,669 3.6%]| 7,281,955 6,504 7 55,655 1 2,390 1 5,800
2007 4Q | 468 |7,549,234 | 273,783 3.6%| 7,275,45 21,120 5 3,404 0 0 2 .190
2007 3Q | 468 |7,549,234 | 294,903 3.9%]| 7,254,33 784 7 2,530 0 0 2 /190
2007 2Q | 468 |7,549,234 | 296,687 3.9%] 7,252,547 48,124 B 1,698 0 0 1 5,800
2007 1Q | 468 |7,549,234 | 344,811 4.6%| 7,204,423 (28,347) 5 0,067 0 0 0 0
2006 4Q | 468 |7,549,234 | 316,464 4.2%| 7,232,770 25,376 6 5,20 0 0 0 0
2006 3Q | 468 |7,549,234 | 341,840 4.5%| 7,207,394 55,479 5 6,734 0 0 0 0
2006 2Q | 468 |7,549,234 | 397,319 5.3%| 7,151,915 (4,356) 8 89,262 0 0 0 0
2006 1Q | 468 [7,549,234 | 392963 | 5.2%| 7,156,271 [ 142,274 10] 46,066 6] 79,290 0 0
Sources: Costar; and CB Richard Ellis.
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Exhibit 37
The Orchards at Walnut Creek

City of Pleasant Hill Vacancy Trends
2006 Through Q2 2013

Rentable Building Area | Leasing Activity New Construction
RBA

# Percent TotalNet | Total | Total SF | Number RBA | #Under | Under
Period |Bldgs| Total SF [Vacant SF | Vacant | Occupied SF | Absorption | Deals | Leased | Delivered | Delivered | Const | Const
2013 2Q] 185 |2,834,250 [ 102,762 3.6%| 2,731,488 (2,958) 1 4,738 0 0 0 0
2013 1Q] 185 |2,834,250 99,804 3.5%| 2,734,446 (7,925) 1 2,850 0 0 0 0
2012 4Q] 185 | 2,834,250 91,879 3.2%| 2,742,371 (8,038) 6 14,68 0 0 0 0
2012 3Q| 512,834,250 83,841 3.0%| 2,750,409 17,119 3 3,07 0 0 0 0
2012 2Q| 512,834,250 | 100,960 3.6%| 2,733,290 6,035 10 65,467 1 3,000 0 0
2012 1Q| 4 12,831,250 [ 103,995 3.7%| 2,727,255 (11,807) 1,869 0 0 3,000
2011 4Q| 4 12,831,250 2,188 3.3%]| 2,739,062 22,526 20,178 0 0 3,000
20 3Q| 4 12,831,250 | 114,714 4.1%| 2,716,536 (17,535) 19,502 0 0 0 0
2011 2Q| 4 12,831,250 97,179 3.4%)| 2,734,071 6,445 5 BEES 0 0 0 0
2011 1Q| 4 12,831,250 | 103,624 3.7%)| 2,727,626 (8,750) 4 53,294 0 0 0 0
2010 4Q| 4 12,831,250 94,874 3.4%| 2,736,376 37,512 3 4,24 0 0 0 0
2010 3Q| 4 12,831,250 | 132,386 4.7%)| 2,698,864 13,333 6 34,522 0 0 0 0
2010 2Q 412,831,250 | 145719 | 5.1%| 2,685,531 16,031 8| 26,420 0 0 0 0
2010 1Q] 184 [2,831,250 | 161,750 | 5.7%| 2,669,500 (7,912) 10 | 18,685 0 0 0 0
2009 4Q| 4 12,831,250 53,838 5.4%| 2,677,412 (25,449) 4 23,968 0 0 0 0
2009 3Q| 4 12,831,250 28,389 4.5%)| 2,702,861 [127792) 5 29,373 0 0 0 0
2009 2Q| 4 12,831,250 5,597 4.1%)| 2,715,653 (22,672) 12 21,771 0 0 0 0
2009 1Q| 4 12,831,250 2925 3.3%| 2,738,325 (48,559) 2 2,905 0 0 0 0
2008 4Q 412,831,250 | 44,366 | 1.6%| 2,786,884 771 4 6,375 0 0 0 0
2008 3Q| 184 |2,831,250 45,137 1.6%| 2,786,113 (6,206) 3 7,330 0 0 0 0
2008 2Q| 4 12,831,250 38,931 1.4%| 2,792,319 (12,422) 2 4,003 0 0 0 0
2008 1Q| 4 12,831,250 26,509 0.9%| 2,804,741 749 3 3,13 0 0 0 0
2007 4Q| 4 12,831,250 27,258 1.0%| 2,803,992 29,299 3 4,27 0 0 0 0
2007 3Q| 4 12,831,250 56,557 2.0%| 2,774,693 (14,783) 2 22,530 0 0 0 0
2007 2Q 4 2,831,250 41,774 1.5%]| 2,789,476 50,102 0 3,200 27,995 0 0
2007 1Q| 312,803,255 63,881 2.3%| 2,739,374 43,677 3 9,489 16,226 1 217,995
2006 4Q| 2 12,787,029 91,332 3.3%| 2,695,697 0,956 6 22,259 0 0 2 44,221
2006 3Q| 2 12,787,029 | 102,28 3.7%| 2,684,741 (19,019) 5 5,869 0 0 1 16,226
2006 2Q] 2 12,787,029 83,26 3.0%| 2,703,760 1,323 3 11,80 0 0 0 0
2006 1Q 212,787,029 [ 84592 3.0%[] 2,702,437 (2,592) 3 4,195 0 0 0 0

Sources: Costar; and CB Richard Ellis.
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Exhibit 38

The Orchards at Walnut Creek

Representative Larger Surrounding Area Retail Vacancies (1)

September 2013

Rentable ~ Max Building Total
Miles from  Year Building Contiguous Available
City/Building Address Built Area Space
Walnut Creek
1444-1450 N California Blvd 3.5 1969 23,458 12,960 12,960
1375 N Main St 3.5 1925 12,601 10,334 10,334
Sub-Total 36,059 23,294
Concord
1280 Willow Pass Rd 4.5 1980 73,992 42,612 57,721
2250 Monument Boulevard 3.5 1985 N/A N/A 43,112
1657-1673 Willow Pass Rd 4.4 1960 37,500 20,100 20,100
4476-4494 Treat Blvd 4.3 1963 20,880 8,500 17,121
1975 Diamond Blvd 4.9 1977 263,000 5,910 15,931
1395 Galindo St 4.1 1967 29,976 15,000 15,000
1825 Salvio St 4.7 1956 15,000 15,000 15,000
2737-2787 Clayton Rd 4.6 1964 25,416 3,655 12,945
3375 Port Chicago Hwy 6.0 2005 47,573 3,750 10,988
4375 Clayton Rd 4.2 1970 23,700 5,100 10,950
Sub-Total 527,037 218,868
Pleasant Hill
548 Contra Costa Blvd 6.4 1978 36,597 6,928 13,954
508 Contra Costa Blvd 6.7 1982 35,350 6,000 10,421
71,947 24,375

Space (SF) Largest Vacancies Former Use _Comments

Forma Gym
Adib's Persian Rug

Sports Chalet, Rasputin Music
Space vacant during fieldwork
but new lease executed (see
Comments)

Safeway, closed Jan. 2013

Theatre

Salvation Army/Liquor/Hobby Town

Tony Roma's, Golfmart

‘Yamaha/Kawasaki dealership
N/A
Restaurant, service

Ace Hardware, closed March 2012

Hollywood Video

N/A
Country Square Market (Asian
market closed in 2012), Bingo,
Tanning Salon

2.0

Gym moved to 1908 Olympic Blvd in mid 2012
Moving to 1426 S. Main Street

Guitar Center was remaining tenant for a while, but
Hobby Lobby now taking over Sports Chalet Space.
Center had one broken window at site visit but is
otherwise in good condition.

Safeway holds lease but seeking to return to landlord
Balance of center includes Orchard Supply Hardware, Big
Lots, furniture store, liquor store, and others

Theatre part of property is under rehab to become a
church. Remaining vacancy is approx. 9,000 sq. ft.
Center dated, but anchors Staples and CVS look healthy.
Post Office is big draw.

Leasing activity evident but leasing agent will not disclose
details. El Torrito demolished to make way for new
restaurant. Existing Old Navy is expanding.

Stand alone space, prolonged vacancy.

Under rehab to become a Dollar Tree store

Dated strip center. Restaurant vacancy prolonged, with
smaller service type vacancies behind restaurant.

Fresh and Easy leased but never opened.

Temporarily backfilled by Spirit Halloween store.

Vacant 5+ years, current under renovation for gym.
The largest space is under contract to become an
appliance store, space was subdivided after the market
closed. Big 5 took some of the space.

Sources: CoStar; and ALH Urban & Regional Economics.

(1) Includes total building vacancies of 10,000 square feet or more in the cities of Walnut Creek, Concord, and Pleasant Hill
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Exhibit 39
The Orchards at Walnut Creek
Examples of Larger Backfilled Tenants in Walnut Creek and Concord

Driving

Distance Current/Future Approximate Year Estimated
Location from Site  Prior Tenant Tenant of Occupancy _ Square Footage
City of Walnut Creek
1181 Locust Street 3.8 Andronico's Cheesecake Factory, Elite Sports 2009 (1) 40,000

Authority, and Tilly's
1881 Ygnacio Valley Road 1.4 Albertson's Sports Basement 2007 35,000
1372 S. California Boulevard 4.1 Albertson's Trader Joe's and Elephant Pharm 2006 25,000
2941 Ygnacio Valley Road 0.2 Safeway (existing) Whole Foods (forthcoming) 2016 (2) 22,500
2900 N. Main Street 33 BevMol! Walgreens 2007 (3) 16,500
1827 Ygnacio Valley Road 1.6 Rite Aid Fresh and Easy 2011 15,000
2044 Mt. Diablo Boulevard 4.0 Good Guys Tire and Auto Ace Hardware 2009 15,000
1372 S. California Boulevard 41 Elephant Pharm Pet Food Express 2009 12,500
1902 Mt. Diablo Boulevard 39 Golfsmith Pier 1 Imports 2013 10,000
2220 Oak Grove Road 0.1 Long's BevMo! 2007 10,000
2099 Mt. Diablo Boulevard 4.0 Pier 1 Imports Golf Mart 2013 8,500
City of Concord
1280 Willow Pass Rd 45 Sports Chalet and Rasputin's  Hobby Lobby (forthcoming in 2013 2013 57,721
1505 Willow Pass Road 4.5 Velocity Sports Performance  Airport Appliance 2013 16,500
1150 Concord Avenue 47 Brand Name Furniture Contra Costa Powersports 2013 17,111
1990 Market Street 4.4 Elegant Touch Furniture Monument Crisis Center 2013 12,696
2150-2190 Solano Way 6.3 Solano Foods Dollar General 2013 10,000
Total 374,028

Sources: City of Walnut Creek; Equity Real Estate Solutions; area Commercial Real Estate Brokers; and ALH Urban and Regional Economics.

(1) Date reflect The Cheesecake Factory.

(2) Anticipated opening date.

(3) ALH Urban & Regional Economics estimate.
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Exhibit B-1

The Orchards at Walnut Creek

Average Annual Estimated Daytime Retail Spending
Office Workers in Urban Locations

In 2013 Dollars (1)

Weekly Spending Annual Spending

Urban Urban Ample Urban Urban Ample

Category of Spending (2) Locations Locations (3) Locations Locations (3)

Full-Service Restaurants and Fast Food $27.23 $40.31 $1,415.94 $2,095.93
Goods and Services

Groceries $16.55 $23.65 $860.66 $1,230.02

All Other (4) $75.95 $108.55 $3,949.45 $5,644.37

Total $119.73 $172.51 $6,226.06 $8,970.31

Sources: Office-Worker Retail Spending in a Digital Age," International Council of Shopping Centers, 2012; United States
Bureau of Labor Statistics, CPI for Urban West; and ALH Urban & Regional Economics.

(1) The data were reported for 2011. ALH Urban & Regional Economics inflated the figures to 2013 by using the Urban West
CPI Index, with adjustments from June 2011 to June 2013, resulting in a 1.036% (rounded) adjustment.

(2) Excludes spending on transportation and online purchases.

(3) Reflects an increase in spending by office workers in location with more ample retail, restaurant, and services offerings in
the vicinity of the office building. This adjustment is based upon analysis reflected in the cited International Council of Shopping
Centers source document. In urban locations the increment was approximately 43% more.

(4) All other includes a range of retail purchases, such as personal care shops, office supplies, department stores, drug stores,
electronics, jewelry stores, entertainment, clothing, and other goods.
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Exhibit B-2

The Orchards at Walnut Creek

Calculation of Sales Per Square Foot Estimates
Select Retail Stores and Store Types

2009 - 2012 and 2013 Projected (1)

AverageIn
Store or Category (2] 2013
Appoarel & Accessories
Spedalty $397 $427 $405 $430 $447 $462 $472 $478 $449
Women's' Apparel 3389 s418 $3¢5 $388 $455 $470 $515 $521 5449
Shoe Stores 3367 3394 3371 $394 $454 3469 5487 $493 $438
Ross Dress for Less $286 $307 $324 $344 $195 $202 $195 $197 3263
Kehls $222 5239 3229 $243 3215 3222 $209 $211 3229
Accessories $774 $832 $778 $827 $978 $1,011 $1,91  $1,205 3969
Average of Apparel & Accessories $406 $436 $412 $438 $457 $473 $512 $517 $466
Discount Stores $209 $225 $196 $208 $212 5219 $213 $215 $217
Targel 3282 3303 3282 $300 $290 3300 $304 $308 $302
Wal-Mart $424 5456 $422 $448 $499 3516 $456 $461 $470
Off-Pricers $285 3306 30 50 30 $77
30 30 $0 $0 $0
Department Stores Category $266 $286 $252 $268 $276 $285 $274 $277 $279
Sears 3278 5299 $206 $219 $205 5212 $210 5212 $235
Magy's 3152 3163 3162 $172 $174 3180 $183 $185 $175
Domestics Category $284 $305 5294 $312 $288 3298 $268 $271 3297
Fumiture Category $225 5242 5198 $210 $290 $300 $361 $365 3279
Averoge of Domestics & Furniture $255 $273 3246 $261 $289 3299 $315 3318 $288
Neighborhood Center Category
Supermarkets $490 $526 $535 $569 $533 $551 $575 $582 $557
Spedally/Organic $504 $541 $510 $542 $658 3680 $698 $706 3617
Drug Stores 3683 $734 $724 $769 $657 3679 $667 $675 $714
Rite Aid 3488 $524 $421 $447 $560 $579 $549 $555 $526
cvs $792 $851 $802 $852 $806 $833 $883 $893 $857
Restaurants Category $431 5463 $429 $456 $496 3513 $480 3486 3479
Casual Dining 3416 $447 $431 $458 $578 $597 $563 $570 $518
Fast Food Chains $447 $480 $431 $458 $507 $524 $492 $498 $490
Home Improvement $280 5301 5269 $286 $278 $287 $287 $290 $291
Auto - DIY Stores (3) N/A N/A 5205 $218 $218 $225 $220 $223 3222
Other Retail Categories
HBA, Home Fragrances 3431 5463 $541 $575 $474 $490 $531 $537 3516
Electronics 3508 3546 3686 $729 31,171 31,210 $821 $831 $829
Office Supplies $277 5298 5263 $280 $270 $279 5262 $265 $280
Sports $226 5243 $226 $240 $239 35247 $252 $255 $246
Pet Supplies $179 5192 $185 $197 $188 $194 5218 3221 3201
Book Superstores 5242 $260 $180 $191 $247 $255 $210 3212 $230
Toys $350 $376 $320 $340 $333 $344 $312 $316 $344
Music Supersiores 5294 $316 $318 $338 $317 3328 $314 $318 $325
Gifis, Hobbies & Fabrics 3124 3133 3124 $132 $136 3141 $137 $139 $136
Average of Other Retail Categories $292 $314 $316 $336 $375 3388 $340 3344 $345

Sources: Refail MAXIM, "Alternalive Retal Risk Andysis for Alternafive Capitdl* 2010, 2011, 2012, and 2013 (all publications present figures in the prior year dallars); United States Bureau
of Labor Stafistics Consumer Price Index - All Urban Consumers; and ALH Urban & Regional Economics,

(1) Figures are adjusted o 2013 pursuant 1o the mid-year CPI Index for All Urban Consumers.
(2) Includes industry-and category-representaive stores.
(3) Average reflects a three-year frend.
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Exhibit B-3
The Orchards at Walnut Creek
Market Area Constituent Census Tracts and City Match

2010 Census Tract Geography
3340.06 Concord
3373 Walnut Creek and Concord
3382.01 Walnut Creek and Concord
3383.01 Walnut Creek
3383.02 Walnut Creek
3353.02 Walnut Creek and Concord

Sources: U.8. Census Bureau; and ALH Urban & Regional Economics.
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Exhibit B-4

The Orchards at Walnut Creek

State of California Taxable Sales Estimates by Board of Equalizatioy Retail Category
in Current Dollars

2011
(in $000s)
State of California Taxable Sales

Type of Retailer Total Taxable Sales (1) Adjusted to Total Retall % of Total
Motor Vehicle & Parts Dealers $53,303,501 $53,303,501 12.2%
Home Furnishings & Appliances $23,578,090 $23,578,090 5.4%
Building Materials & Garden Equipment $26,064,428 $26,064,428 6.0%
Food & Beverage Stores $23,606,132 $78,687,107 (2) 18.0%
Gasoline Stations $55,210,076 $55,210,076 12.7%
Clothing & Clothing Accessotries $29,600,057 $29,600,057 6.8%
General Merchandise Stores $48,219,018 $60,273,773 (3) 13.8%
Food Services & Drinking Places $54,755,944 $54,755,944 12.6%
Other Retail Group $41,180,792 $54,655,117 (4) 12.5%

Total (5) $355,518,038 $436,128,093 100%

Sources: California State Board of Equalization (BOE), "Taxable Sales in California" reports, for 2011; 2007 U.8. Economic
Census; and ALH Urban & Regiohal Economics.

(1) Taxable sales are pursuant to reporting by the BOE.

(2) Sales for Food and Beverage Stores have been adjusted to account for non-taxable sales; only 30.0% of all food store sales
are estimated to be taxable.

(3) Sales for General Merchandise Stores have been adjusted to account for non-taxable food sales, since some General
Merchandise Store sales include non-taxable food items. ALH Urban & Regional Economics estimates that at least 20% of
General Merchandise sales are for grocery items that are also hon-taxable. This estimate is based on analysis of the 2007 U.S.
Economic Census, which attributes 21% of General Merchandise Stores sales to food.

(4) Sales for Other Retail Group have been adjusted to account for non-taxable drug store sales, since drug store sales are
included in the Other Retail Group category. ALH Urban & Regional Economics estimates that 33.0% of drug store sales are
taxable, based on discussions with the California BOE and examination of U.S. Census data. In California , drug store sales in
2011 represented approximately 16.1% of all Other Retail Group sales. ALH Urban & Regional Economics applied that
percentage and then adjusted upward for hon-taxable sales.

(5) Totals may not add up due to rounding.
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Exhibit B-5

The Orchards at Walnut Creek

City of Walnut Creek Sales Tax Trends
First Quarter 2011 - First Quarter 2013

2013 2012 2011 Percent Change
Economic Segment 1Q 4Q 3Q 2Q 1Q 4Q 3Q 2Q 1Q Q2°12-Q1°13
Auto Sales - New $3,967,374 $3,868,912 $3,712,960 $3,535,528 $3,339,327 $3,247,326 $3,142,409 $3,136,856 $3,115,297 12.2%
Department Stores $2,831,249 $2,800,067 $2,735,931 $2,657,063 $2,552,841 $2,471,739 $2,423,041 $2,374,047 $2,340,175 6.6%
Restaurants $2,191,310 $2,166,501 $2,124,741 $2,085,801 $2,039,009 $1,991,211 $1,942,970 $1,917,748 $1,893,411 51%
Miscellaneous Retail $1,709,279 $1,709,774 $1,699,523 $1,696,975  $1,684,627 $1,651,669 $1,624,562 $1,612,219 $1,586,196 0.7%
Senvice Stations $1,269,668 $1,282,292 $1,299,820 $1,298807  $1,293,505 $1,269,552 $1,220,951 $1,165,099 $1,086,594 -2.2%
Apparel Stores $1,215,189 $1,188,128 $1,164,564 $1,142,773 $1,124,602 $1,107,852 $1,078,019 $1,053,335 $1,016,853 6.3%
Fumiture/Appliance $808,242 $804,651 $832,857 $828,552 $844,679 $814,353 $773,543 $791,755 $764,669 -2.5%
Food Markets $593,985 $580,997 $575,374 $577,872 $564,775 $563,303 $563,983 $546,540 $554,980 2.8%
Leasing $508,904 $472,293 $444,456 $415,613 $392,403 $395,419 $397,002 $387,260 $382,919 22.4%
Auto Parts/Repai $344,227 $343,646 $342,207 $344,024 $340,036 $337,025 $336,258 $334,658 $334,750 0.1%
Recreation Products $335,683 $344,436 $345,528 $348,392 $353,662 $337,390 $320,786 $305,646 $284,643 -3.6%
Dug Stores $322,490 $318,726 $322,096 $321,503 $318,905 $316,936 $310,129 $308,700 $307,891 0.3%
Office Equipment $257,510 $259,584 $240,191 $214,808 $216,508 $214,622 $214,791 $198,706 $182,597 19.9%
Bldg. Materials - Wholesale $253,018 $247,118 $232,182 $229,479 $234,905 $232,985 $231,144 $230,362 $222,250 10.3%
Bldg. Materials - Retail $203,153 $197,841 $195,347 $193,391 $191,218 $184,859 $182,200 $180,515 $187,880 5.0%
Auto Sales - Used $197,438 $186,844 $183,560 $175,559 $160,632 $143,224 $132,851 $117,141 $123,001 12.5%
Light Industry $178,463 $186,259 $190,386 $207,543 $211,193 $217,116 $220,839 $223,832 $226,941 -14.0%
Liquor Stores $177,199 $179,024 $176,684 $173,014 $168,738 $163,130 $160,952 $158,706 $158,374 2.4%
Health & Government $152,459 $153,365 $157,472 $156,655 $149,827 $146,217 $143,190 $144,456 $144,644 -2.7%
Misc. Vehicle Sales $133,954 $129,172 $120,690 $115,202 $102,850 $92,911 $92,101 $88,637 $91,939 16.2%
Business Services $121,122 $123,868 $125,047 $121,603 $118,640 $103,053 $90,063 $83,137 $79,701 -0.4%
Heavy Industry $28,903 $32,360 $32,833 $31,484 $26,487 $21,785 $20,378 $19,708 $19,087 -8.2%
Electronic Equipment $27,249 $28,047 $39,142 $38,037 $42,295 $59,761 $61,505 $101,979 $129,987 -28.4%
Checmical Products $24,904 $27,263 $27,458 $26,938 $26,277 $24,775 $28,071 $29,650 $28,607 -7.6%
Florist/Nursery $16,897 $16,238 $15,853 $15,448 $15,341 $14,884 $14,861 $14,351 $14,645 9.4%
Miscellaneous Other $10,013 $9,381 $10,854 $10,921 $10,910 $12,162 $12,538 $13,391 $13,661 -8.3%
Food Processing Eqp. $2,587 $1,643 3$870 $1,362 $1,595 $1,682 $2,701 $5,337 $8,355 89.9%
Energ Sales $0 $0 $802 $802 $802 $802 $0 $0 $0 -100.0%
Closed Acct - Adjustment -$1,450 -$1,450 -$1,149 -$1,342 -$3,196 -$4,193 -$5,625 -$6,514 -$4,769 8.0%
Total $17,881,019 $17,656,980 $17,348,279  $16,963,807  $16,523,303 $16,133,550 $15,736,213 $15,537,257  $15,295,278 5.4%

Sources: City of Walnut Creek; and ALH Urban & Regional Economics.

2.0-180 Final Environmental Impact Report - Best Development Grocery Outlet



COMMENTS ON DRAFT EIR AND RESPONSES 2.0

Exhibit B-6
The Orchards at Walnut Creek
Redevelopment Plan for Encina Grande Shopping Center (1}

Current Shopping Center Planned Shopping Center (2)
Current Planned
Suite Current Tenant SF Suite Planned Tenant SF
2,817 Vacant 2,568 2,817 Vacant 2,568
2,819 Applebees 5,432 2,819 Applebees 5,432
2,839 Kumon Learning Center 1,041 2,839 Kumon Learning Center 1,041
2,849 Taco Bell 2,359 2,849 Taco Bell 2,359
2,857 Varella Cleaners 2,500 2,857 Varella Cleaners 2,500
2,861 Evie's Hamburgers 1,353 2,861 Evie's Hamburgers 1,353
2,865 Toyo Sushi 1,295 2,865 Toyo Sushi 1,295
2,883 Renew You Massage 1,394 2,883 Renew You Massage 1,394
2,885 Sparta Taekwondo 4,548 2,885 Sparta Taekwondo 4,548
2,887 Vacant 1,792 2,887 Vacant 1,792
2,891 Walnut Creek Nails 1,258 2,891 Walnut Creek Nails 1,258
2,893 Excel Realty & Mortgage 384 2,893 Excel Realty & Mortgage 884
2,895 KV Cuts 1,258 2,895 KV Cuts 1,258
2,901 Encina Bike Shop 2,200 2,901 Encina Bike Shop 2,200
2,911 Rocco's Ristorante & Pizza 2,770 2,911 Rocco's Ristorante & Pizza 2,770
2,913 Yogurt Station 630 2,913 Yogurt Station 630
2,923 Walgreens 12,550 2,923 Whole Foods
2,929 Vacant 1,793 2,929 Whole Foods
2,933 Vacant 1,700 2,933 Whole Foods
2,941 Safeway 22,500 2,941 Whole Foods 37,500
2,967 1000 Oaks Hardware 6,545 2,967 1000 Oaks Hardware 6,545
2,971 Leslie's Swimming Pool Supplies 3,369 2,971 Leslie's Swimming Pool Supplies 3,369
2,975 Bagel Street Cafe 2,500 2,975 Bagel Street Cafe 2,500
2,977 The UPS Store 1,000 2,977 The UPS Store 1,000
2,979 Jade Garden 2,500 2,979 Jade Garden 2,500
2,987 Radio Shack 2,389 2,987 Walgreens
2,991 Papa Murphy's Take & Bake 1,571 2,991 Walgreens
2,995 Alex Katoozian Furniture Store 6,314 2,995 Walgreens 14,820
N.AP.1 Gas Station NAP.1 Gas Station -
Total 98,013 Total 101,516

Sources: Regency Centers, inc. http://www.regencycenters.com/retail-space/ca/walnut-creek/encina-grande; and ALH Urban &
Regional Economics.

(1) The redevelopment plans include expanded grocery space, a relocated and expanded VWalgreens, and reduced shop space.
The current 22,500 square feet of Safeway grocery space will be expanded to 37,500 square feet for Whole Foods, for a net
increase of 15,000 square feet of grocery space. The Walgreens will be relocated, with the current size of 12,500 square feet
increasing to 14,820, for a net increase of 2,270 square feet. Overall shop space wil be reduced from 62,963 square feet to 49,196
square feet, for a net reduction of 13,767 square feet.

(2) The current shopping center has at least four hoted vacancies, totaling 7,853 square feet. ALH Urban & Regional Economics
assumes that spaces currently vacant but remaining after the redevelopment will be occupied by new tenants, despite notations to
the contrary. Thus, the net reduction in occuppied retail shop space will be 13,767 - 7,853, or 5,914 square feet.
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Exhibit B-7
Allocations of Unknown Retail Space into BOE Categories by Shopping Center Format (1)

Home Clothing and
Motor Vehicles Furnishings and Building Food and Clothing Food Services
and Parts Appliance Materials and Beverage Gasoline Accessories General and Drinking
Format Dealers Stores Garden Equip Stores Stations Stores Merchandise Places Other Retail
Neighborhood Centers 0% 0% 0% 40% 0% 0% 20% 20% 20%
Community Centers 0% 0% 5% 25% 0% 5% 35% 15% 15%
Power Centers 0% 5% 10% 15% 0% 10% 45% 5% 10%
Regional Malls 0% 10% 0% 0% 0% 30% 35% 5% 20%
Lifestyle Centers 0% 10% 0% 10% 0% 15% 10% 30% 25%

Sources: International Council of Shopping Centers (ICSC), U.S. Shopping Center Definitions, July 2012 (http:/Awvww.icsc.org/srch/lib/US_CENTER_CLASSIFICATION.pdf); and ALH Urban &
Regional Economics.

(1) ALH Urban & Regional Economics estimates for typical shopping center formats were developed based on ICSC shopping center classification criteria.
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Response to Letter K: Fort Bragg Local Business Matters

Response K-1:

Response K-2:

The commentor provides the following introductory and legal comments:

“Please accept the following comments on the Draft EIR referenced above, submitted on
behalf of Fort Bragg Local Business Matters (“Fort Bragg LBM”).

As you may recall, Fort Bragg LBM was the plaintiff in the CEQA lawsuit challenging the
City’s previous approval of this Grocery Outlet Project (“Project”) based on a mitigated
negative declaration rather than an EIR. That lawsuit contended that substantial evidence
showed the proposed Project might have significant impacts on the environment,
particularly in the areas of noise and air quality. We are of course very pleased that the
lawsuit settled and that the City agreed to prepare an EIR to evaluate these and other
potentially significant Project impacts. However, there are still some remaining analytic
deficiencies that should be addressed in a revised Draft EIR before the City takes action to
approve the proposed Project in its current form. These are discussed in more detail
below.”

This comment is noted. This comment is generally an introductory statement. Please see
Responses J-2 through J-4 for specific responses to the commenter’s concerns.

The commenter states that in the Air Quality Section, under Impact 3.2-4, the Draft EIR
notes that sensitive receptors are located in the residences immediately adjacent to the
Project site to the east, and that emissions of diesel particulate matter (DPM) are toxic air
contaminants (TACs) that can adversely affect the health of these receptors. The
commentor also states that the Draft EIR reports that the proposed Project’s operations
will include 8 heavy-duty diesel truck deliveries per week, and 4 to 5 medium-duty diesel
truck deliveries per day, and that some of these deliveries would be in trucks with top-
mounted refrigeration units that also generate DPM emissions. The commentor states
that, the Draft EIR concludes, however, that the proposed Project would not expose
sensitive receptors to substantial TAC emissions because the frequency of truck trips is
“very small”. The commentor also states that, similarly, the Draft EIR concludes that
existing TAC emissions from diesel vehicle traffic on Highway 1, adjacent to the Project
site under baseline conditions, is “not particularly high” when compared to other parts of
California. The commentor states that more information is necessary to support these
conclusions. The commentor asks what parts of California is this being compared to? The
commentor also asks what routes the trucks will take, will there be idling, and if so, for
how long, and how much DPM would result. The commentor requests that a more
detailed, quantitative study should be performed.

As noted by the commentor, the frequency of truck trips is indeed very small—8 heavy-
duty diesel truck deliveries per week, and 4 to 5 medium-duty diesel truck deliveries per
day, is a very small number of truck trips generated by a project, compared to projects
that would normally undergo a more detailed health risk analysis. Typically, projects
would need to generate upwards of one hundred heavy-duty truck trips per day to have
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the possibility of generating enough TACs to exceed the Mendocino County Air Quality
Management District (MCAQMD) thresholds for health risks (i.e., an increased cancer risk
of greater than 10 in a million, or an increased non-cancer risk exceeding the Hazard Index
of 1.0). This is true despite the relatively close location of the nearest sensitive receptors,
which include residences just to the east of the Project site. Ultimately, even with top-
mounted refrigeration units on some of the heavy-duty and/or medium-duty vehicles, the
heavy- and medium-duty truck trips would not represent a significant risk of TACs on
nearby sensitive receptors from DPM because there are so few truck trips.

Separately, while existing TAC emissions from diesel vehicle traffic on Highway 1 could
impact the Project site and nearby receptors, the proposed Project itself would not
generate new sensitive receptors. This is a crucial fact. As stated on page 3.2-26 of the
Draft EIR, crucially, CEQA only requires analysis of the impact of the proposed Project
compared with baseline conditions. That is, CEQA requires analysis of the potential
impact of proposed Project (i.e., the difference between the baseline conditions and the
proposed Project scenario), not the potential impact of baseline conditions. This is
independent of whether the existing diesel vehicle traffic on Highway 1 is or is not
“particularly high” compared to other freeways in California. That being said, it is not
uncommon for grocery stores to be located a similar distance (approximately 300 feet)
from an existing active freeway, near freeways in other parts of California (such as Los
Angeles or Oakland) that have dramatically higher traffic levels than the traffic along
Highway 1 near to the Project site. Regardless, as previously stated, the key concern of
CEQA for TAC emissions is whether the proposed Project itself would generate TACs in
excess of the applicable thresholds; as previously stated, the level of diesel truck traffic
generated by the proposed Project is so small that it is not possible for the TACs generated
from the proposed Project truck trips to cause an exceedance of the applicable TAC
thresholds, as promulgated by the MCAQMD. No further response to this comment is
warranted.

Response K-3: The commenter states that a single-day noise measurement is not adequate to establish

a meaningful baseline, and that measurements should be taken continuously over a multi-
day period, ideally during different months. The commenter also states that it appears
that the noise analysis omitted consideration of receptors at the Super 8 Motel
immediately adjacent to the Project site to the west, and the noise contours in Figures
3.5-1 through 7 suggest that Project-related noise levels exceeding applicable significance
thresholds at this location. The commenter concludes by stating that, while strictly
speaking a commercial use, a motel houses sleeping guests (and possibly an on-site owner
or caretaker), who should be considered sensitive noise receptors, and the City should
revise the Draft EIR’s noise analysis to evaluate whether impacts to receptors in the Super
8 Motel will be significant and, if so, whether mitigation is feasible.

Continuous noise measurements were completed as part of the noise analysis. As
discussed in Section 3.6, Noise, of the Draft EIR, one continuous (24-hour) noise level
measurement was conducted near receptors adjacent to the Project site from January
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Response K-4:

10th to January 11th, 2022. A short-term noise level measurement was conducted at one
location to the southeast of the Project site on January 10th, 2022. The noise
measurement locations are shown on Figure 3.6-1. The noise level measurement survey
results are provided in Table 3.6-2. Appendix B of Appendix E shows the complete results
of the continuous noise monitoring at sites LT-1 and ST-1.

With respect to the Super 8 Motel, as discussed in Section 3.6, Noise, of the Draft EIR,
Policy N-1.4 of the City of Fort Bragg Coastal Region General Plan establishes a standard
of 45 Ldn for indoor noise levels for all new residential development including hotels and
motels and a standard of 60 Ldn for outdoor noise at residences. These limits shall be
reduced by 5 dB for senior housing and residential care facilities. These thresholds and
standards were used to analyze Project impacts to the Super 8 Motel. Noise impacts at
existing receptors from increased traffic noise would be considered less-than-significant.

The commenter cites the two questions regarding urban decay and states that, “although
the Draft EIR lists nine grocery stores currently distributed throughout the City, it does
not actually analyze whether the proposed Project would result in sales losses at any of
them. In other words, it does not address the first question. Because the first question is
unanswered, the Draft EIR’s summary conclusion that the proposed Project would not
lead to urban decay is unsupported.” The commenter also questions who and the
methodology for the field survey completed in Spring 2022. Additionally, the commenter
states that the absence of urban decay today does not necessarily mean there would not
be urban decay in the future if the proposed Project led to the closure of a grocery store
that anchored a commercial center or node elsewhere in the City. Further, the
commenter states that the Draft EIR should be revised to include an economic
impact/urban decay analysis that actually addresses the questions required by CEQA, and
attaches an urban decay study that the City of Walnut Creek completed for an EIR. The
commenter concludes by stating that, while this study was for a much larger commercial
project than the one addressed in the Draft EIR, it nevertheless illustrates the scope and
depth of analysis that is appropriate for meaningful consideration of a grocery store’s
potential to negatively affect sales in other grocery facilities, leading to store closures and
possible urban decay.

With respect to urban decay, see Section 3.5, Land Use, of the Draft EIR which provides
an analysis of the potential for the proposed Project to result in urban decay. As discussed,
under CEQA, an EIR should only consider direct and indirect physical effects of projects.
Section 15064(d) of the CEQA Guidelines states that, “In evaluating the significance of the
environmental effect of a project, the Lead Agency shall consider direct physical changes
in the environment which is caused by and immediately related to the project.” Section
15064(d)(3) further states that, “An indirect physical impact is to be considered only if
that change is a reasonably foreseeable impact which may be caused by the project. A
change which is speculative or unlikely to occur is not reasonably foreseeable.” In
addition, CEQA requires that a determination that a project may have a significant
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environmental effect must be based on substantial evidence (CEQA Guidelines
§15064(f)).

On the secondary socioeconomic effects of projects, Section 15131(a) of the CEQA
Guidelines indicates that, “Economic and social effects of a project shall not be treated as
significant effects on the environment. An EIR may trace a chain of cause and effect from
a proposed decision on a project through anticipated economic or social changes resulting
from the project to physical changes caused in turn by the economic or social changes.
The intermediate economic or social changes need not be analyzed in any detail greater
than necessary to trace the chain of cause and effect. The focus of the analysis shall be
on the physical changes.” In other words, economic and social changes are not, in
themselves, considered under CEQA to be significant effects on the environment.

Since only physical effects are to be considered under CEQA, economic and social changes
resulting from a project may be considered if they in turn produce changes in the physical
environment. To fully satisfy the requirements of an EIR, an economic analysis must start
with the economic impacts. The analysis would then follow the causal chain to assess the
likelihood of new retail space causing long-term vacancies in existing retail space and
ultimately leading to urban decay and physical deterioration of existing retail centers and
nodes.

In recent years, the California Courts have identified the term “urban decay” as the
physical manifestation of a project’s potential socioeconomic impacts and have
specifically identified the need to address the potential for urban decay in environmental
documents for large retail projects, or mixed-use projects with a notable retail
component. The leading case is Bakersfield Citizens for Local Control v. City of Bakersfield
(2004) 124 Cal.App.4th 1184, in which the court set aside two environmental impact
reports for two proposed Wal-Mart projects that would have been located less than five
miles from each other. This was the first court decision to use the term “urban decay,” as
opposed to the term “blight.” The court quoted “experts [who] are now warning about
land use decisions that cause a chain reaction of store closures and long-term vacancies,
ultimately destroying existing neighborhoods and leaving decaying shells in their wake.”
(Id. at p. 1204.) The court also discussed prior case law that addressed the potential for
large retail projects to cause “physical deterioration of [a] downtown area” or “a general
deterioration of [a] downtown area.” (Id. at pp. 1206, 1207). The Bakersfield court also
described the circumstances in which the duty to address urban decay issues arise.

Accordingly, there are two pertinent questions to be asked with regard to the effects of
the proposed Project in terms of this economic impact and urban decay analysis: 1) would
the proposed new retail uses result in sales losses that are sufficiently large at existing
retail establishments to force some to close; and 2) would the affected closed stores stay
idle long enough to create physical changes that could be defined as urban decay?

While the measurement of urban decay is not strictly defined under CEQA, this analysis
assumes that the term describes significant deterioration of existing structures and/or
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their surroundings. This is based upon the premise that such deterioration occurs when
property owners reduce property maintenance activities below that required to keep
such properties in good condition. It assumes that property owners make rational
economic decisions about maintaining their property and are likely to make reductions in
maintenance activities only under conditions where they see little likelihood of future
positive returns from such expenditures. Where vacancy rates are low or growth rates
are high, property owners are likely to see the prospect of keeping properties leased-up
at favorable rents. Where vacancy rates are high and persistent, and growth rates are
low, property owners are more likely to have a pessimistic view of the future and be prone
to reducing property maintenance as a way to reduce costs.

However, whether or not conditions in between those discussed above (i.e., moderate
vacancy levels that persist for a few years) are likely to lead to “urban decay” depends on
many factors including the growth prospects of the market area, the future state of the
national and local economy, financial strength of existing tenants and landlords, and the
profitability and viability of existing commercial centers.

Impact 3.5-2 in Section 3.5, Land Use, of the Draft EIR was revised to incorporate the
analysis and findings of the Urban Decay Study (ALH Urban & Regional Economics, 2023)
completed for the proposed Project. See Appendix J of this Draft EIR for the complete
Study, and Chapter 3.0, Revisions, of this Final EIR for the additional urban decay
discussion.

As discussed in Impact 3.5-2, as of 2021, the area is characterized by retail sales leakage
in all major retail categories except food and beverage stores, building materials and
garden equipment, and gasoline stations. The attraction in food and beverage stores
comprise 60% of all food and beverage sales, where the retail leakage in all other
categories range from -12% to -78% of sales. The high leakage amounts generally indicate
that the primary market area is under-retailed relative to the demand generated by its
population base.

There are a select number of stores in Fort Bragg, nearby Mendocino, and the general
primary market area environs that might be competitive to varying degrees with the
proposed Grocery Outlet because of the availability of overlapping sales merchandise.
These stores are a subset of the following categories of stores: Grocery Stores; Natural
Food Stores; Other Stores with Substantial Food and Beverage Sales; Convenience Stores;
and Gas Station Convenience Stores. There are nine grocery facilities distributed
throughout different residential neighborhoods and commercial establishments in the
community, including: Safeway (660 South Main Street), Harvest Market (171 Boatyard
Drive), Purity Supermarket (242 North Franklin Street), Nello’s Market and Deli (860 North
Main Street), La Mexicana Market (116 S. Main Street), Down Home Foods (115 S. Franklin
Street), Colombi Market and Deli (647 E Oak Street), B&C Grocery (401 E. Oak Street) and
El Yuca (242 North Mcpherson Street).
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Of all these stores, the existing stores that are anticipated to have more food and related
sales overlap with Grocery Outlet relative to other area stores include the full-service
grocery stores, of which there are four (including one in Mendocino), and the general
merchandise store Dollar Tree. The Natural Food Stores, Convenience Stores, Other
Stores with Substantial Food and Beverage Sales (excluding Dollar Tree), and Gas Station
Convenience Stores are not anticipated to experience much, if any competitive overlap.

Based on the estimated Grocery Outlet store sales by type of retail, and the volume of
sales estimated to be supported by primary market area residents, the proposed Fort
Bragg Grocery Outlet store will need to capture only 2.1% of primary market area food
and beverage sales to achieve stabilized sales consistent with national Grocery Outlet
store performance standards. This is a very small capture rate. The capture rate is higher
for non-perishable primary market area sales; however, these sales categories are
estimated to have existing retail leakage in the primary market area. Thus, no sales impact
is anticipated among stores selling non-perishable goods comparable to Grocery Outlet,
as the recapture of these sales will reduce the existing leakage, making the primary
market area’s retail base stronger.

These findings suggest that the existing primary market area food and other stores selling
goods in common with Grocery Outlet are unlikely to experience strong individual store
sales impacts resulting from the operations of the proposed Grocery Outlet Store. If sales
are diverted from any existing stores resulting from Grocery Outlet’s operation, they will
be dispersed among many of the stores, such that no one store is likely to experience
sales loss sufficient to significantly impact store sales. The full-service orientation and
unique offerings at the existing grocery stores will help insulate them from the nominal
amount of competitive food item sales anticipated at Grocery Outlet. Moreover, these
stores have established customer bases. Accordingly, they will have the ability to modify
their product mix to maximize sales in products not available at Grocery Outlet General
yet targeted to meet the needs of its loyal customers.

Grocery Outlet does not exactly duplicate the market niche or product focus of any of the
primary market area stores, although it is closest to Dollar Tree in its discount orientation,
as well as nonperishable product offerings. However, given Grocery Outlet’s relatively low
levels of projected sales, Dollar Tree’s pronounced general merchandise orientation, and
distance from the proposed Grocery Outlet site, there is unlikely to be even a noticeable
impact on Dollar Tree following the Grocery Outlet’s opening.

There are a range of commercial retail building or retail space vacancies scattered
throughout the primary market area. Most of the vacancies are in Fort Bragg, and
especially Downtown Fort Bragg or at The Boatyard Shopping Center. The vacancies are
primarily located in small, older buildings, with many vacant for extended periods of time,
such as two or more years. Many of the identified vacancies have been vacant since prior
to the COVID-19 pandemic, or even earlier. However, many of the vacancies are not being
actively marketed. This is evidenced by the lack of signage on the properties with
commercial broker names, phone numbers, or even owner contact information. The
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physical condition of the vacancies varies, with some in well-kept condition and others
appearing more rundown, or in less manicured condition, such as peeling paint in need
of refreshing. None of the vacancies, however, exhibit classic signs of urban decay, such
as graffiti, boarded up doors or windows, broken windows, or excessive trash. Moreover,
despite the presence of some long-term commercial vacancies, there are indications of
recent retail leasing activity in Fort Bragg.

Further, fieldwork conducted in March through May 2022 indicated there were no
significant signs of litter, graffiti, weeds, or rubbish associated with existing commercial
nodes and corridors in Fort Bragg, with only a few isolated instances of small amounts of
fast food-related trash near some commercial properties. It is noted that the City has
reported some issues with transient populations at the on-stie vacant building in the past.
The City of Fort Bragg Code Enforcement Department receives a limited number of
complaints pertaining to commercial properties, and most of these complaints do not
pertain to issues associated with urban decay.

The study analysis completed as part of the Urban Decay Study does not suggest any
retailers would be at risk of losing retail sales sufficient to result in store closure leading
to increased commercial vacancy as a result of Grocery Outlet’s development, and thus
there would likely be no risk for their properties to erode into conditions leading to urban
decay. Yet, if such an event were to occur, there is no indication from the market that
urban decay would result from such a store closure. Even properties that have been
closed for longer periods of time, up to four years or more, continue to be maintained in
reasonable condition and, most importantly, are not indicative of urban decay. Thus, real
estate market conditions in Fort Bragg do not appear to be conducive to urban decay.

Therefore, pursuant to the existing market conditions, projected retail supply and
demand conditions, and Grocery Outlet project orientation, the Urban Decay Study
concludes that there is no reason to consider that development of the proposed Grocery
Outlet store would cause or contribute to urban decay.

Overall, impacts related to urban decay were determined to be less than significant.
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From: Gary McCray <garyrmccray@gmail.com>
Sent: Sunday, September 18, 2022 11:46 AM

To: Gurewitz, Heather <hgurewitz@fortbragg.com>
Subject: Fort Bragg Grocery Outlet

Hello Heather Guerwitz Fort Bragg City Planner,

|, Gary McCray am a local resident and | favor the permitting of Grocery Outlet because | think it would
be an excellent asset for the people of Fort Bragg providing much needed food cost relief and also
competition to the other markets in the area that could encourage reducing the "Tourist Area" price
gouging there as well. "Fort Bragg Local Business Matters" is acting against the best interests of the
people of Fort Bragg while trying to eliminate competition with the existing markets for their own
continued exploitative profit. They have no interest in the welfare of the people of Fort Bragg. All
comments and commenters on their posts that are negative are deleted and the commenters are
banned from commenting. Please do not think that the negative comments you receive about the
Grocery Outlet are representative; it is a calculated campaign orchestrated by one person whose
hypocritical self interest outweighs everything else. Sincerely,

Gary R. McCray 16951 Franklin Road
Fort Bragg, CA 95437

707-962-9303
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Response to Letter L: Gary McCray

Response L-1: The commenter expresses support for the proposed Project. The commenter also makes
statements regarding the group opposing the proposed Project.

While the comment does not address the adequacy of the Draft EIR, or compliance with
CEQA, this comment is noted and will be forwarded to the decision makers for their
consideration of topics beyond the adequacy of the Draft EIR.
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From: Ducey, Peggy <PDucey@fortbragg.com>

Sent: Tuesday, November 1, 2022 10:44 AM

To: Gurewitz, Heather <hgurewitz@fortbragg.com>

Subject: FW: Written Comments on the DEIR for the S. Franklin Street Grocery Outlet Project

On Mon, Oct 31, 2022 at 3:56 PM Jacob Patterson <jacob. patterson.esq@gmail.com> wrote:
October 31, 2022

City of Fort Bragg Community Development Department

Aftn: Heather Gurewitz, Associate Planner

Please accept these written comments on the Draft Environmental Impact Report (DEIR) for the Grocery Outlet
project proposed for S. Franklin Street. Please also confirm receipt of this email and attachment so that | can be sure
that the City received and logged my comments prior to the 5 PM submission deadline for comments that will receive
written responses and be included in the Final EIR (FEIR).

Rather than submitting a long letter listing individual written comments about the adequacy of the DEIR, | have
formatted my comments as notes in red text on the attached PDF of the Public Review DEIR along with corresponding
yellow highlights. (Note: the attachment is a Google Drive download link because the attachment is larger than the
25MB maximum for direct attachments.) Each red note and corresponding highlight in the PDF should be treated as a
separate and distinct comment about an aspect of the DEIR--the corresponding highlights are easily identifiable based
on the context of the particular red note and the physical proximity of the notes to the highlighted content in the DEIR.
In some instances, the original DEIR includes limited yellow highlighting, usually in tables, which do not have a
correspending red note provided by me because they are not my comments.

To facilitate the City's written responses, | have also numbered each note/fcomment in blue from 001 to 279 (i.e,, there
are 279 discrete comments in total). | commented on the DEIR body and Appendices F, G, and H concerning
transportation analysis. The attached PDF containing my substantive comments is 916 pages long. My first written
comment other than the legend on the cover is found on page 5 of 916 in the PDF (aka ES-1) and my final written
comment is found on page 916 of 916 (aka Appendix H of the DEIR). There are no comments in Appendices A through
E (pages 407 to 718) but | provided comments on Appendices F through H, which are found on pages 744 to 758 and
901 to 916. (That may be confusing but it should save City staff and the consultant time by only reviewing the pages
with my comments.)

Please let me know if there are any technical issues with this file (e.g., technical errors that make it difficult to
download, open, or read the PDF). | saved alternative copies and could send those to address any technical difficulties
the City may experience.

Thank you for your consideration of these important issues. | look forward to reviewing the written comments submitted
by other members of the public and responsible agencies about this DEIR and the City's responses.

Regards,

-- Jacob Patterson

B Grocery Outlet Public Review DEIR - with embedd...
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Response to Letter M: Jacob Patterson

Response M-1: The commentor provides instructions regarding interpreting their comments made on the
Draft EIR.

Please see Responses M-2 through M-154 regarding the listed concerns.

Response M-2: The commentor provided the following comment on the Draft EIR:

Note: individual written comments are provided in RED text throughout

this document and are paired with corresponding yellow highlighted e
content from the DEIR this is adjacent to or in close proximity to the red
notes. The red notes should be reviewed, considered, and responded to in
conjunction with the corresponding highlighted content as if such

highlighted content had been reproduced verbatim in my written notes
because the highlights are integral components of each individual

comment. A few comments in red do not have corresponding highlighted
content and can reviewed on their own (e.g., on page 7.0-8).

DRAFT EIR  Note: Individual comments are numbered in BLUE.

FOR THE

BEST DEVELOPMENT GROCERY OUTLET
(SCH: 2022050308)

SEPTEMBER 2022

The commentor provides instructions regarding interpreting their comments made on the
Draft EIR.

Please see Responses M-3 through M-154 regarding the listed concerns.
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Response M-3: The commentor provided the following comment on the Draft EIR:

On February 2, 2022, legal counsel for the Project applicant, the Best Development Group (Best),
wrote a letter to the City Council mentioning the litigation and requesting that the City Council
rescind the earlier approvals for the Project and commence preparation of an EIR. Project counsel
stated that “[a]lthough Best believes that, given the small size of the Project and its minimal
environmental effects, a spirited legal defense of the MND could be mounted, any such effort
could consume as much as three years or more, given how slowly the California court system
moves. Best has therefore concluded that the better and more prudent course of action will be to
have the City prepare an EIR and put the Planning Commission and, if need be, the City Council
back into a position to consider the Project anew based on such an EIR.” During its meeting on
February 28, 2022, the City Council rescinded its prior actions approving the Project and directed
City staff to proceed with preparation of an EIR. On May 19, 2022, the City issued a Notice of
Preparation (NOP) for the Project.

The EIR contains a description of the Project, a description of the environmental setting,
identification of Project impacts, and mitigation measures for impacts found to be significant, as
well as an analysis of Project alternatives, identification of significant irreversible environmental
changes, growth-inducing impacts, and cumulative impacts. This EIR also identifies issues
determined to have no impact or a less than significant impact, relying as permitted by CEQA
Guidelines section 15128 on the Initial Study checklist attached as Appendix A to this Draft EIR, and
provides detailed analysis of potentially significant and significant impacts. Comments received in
response to the NOP were considered in preparing the analysis in this EIR.

Draft Environmental Impact Report - Best Development Grocery Outlet ES-1

The requested deletion was made to Chapter ES of the Draft EIR. See Chapter 3.0,

Revisions, of this Final EIR for the revision.

It is noted that here, the Draft EIR is not advocating for the proposed Project. The text in
question is a factual statement with the quoted material which provides background
information for those readers of the Draft EIR who may have been unaware that the City
Council had previously approved the proposed Project in July 2021 based on a Mitigated
Negative Declaration (MND) and that litigation previously occurred. Because an EIR is
intended to be an informational document, the statement is relevant and provides
background information regarding the previous CEQA document and subsequent

litigation.
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Response M-4: The commentor provided the following comment on the Draft EIR:

The proposed Project includes demolition of the existing 16,436-sf vacant former office building
and parking area and subsequent development and operation of a 16,157-sf Grocery Outlet (retail
grocery store) with associated improvements on the Project site. Grocery Outlet is a value grocer,
meaning that it sells brand name products at bargain prices due to their opportunity buying style.
Associated improvements include a parking lot, loading dock and trash enclosure, circulation and 002

access improve ments, and utiIitv infrastructure. "Improvements" Should be Changed to "alterations"

The Project would also include a merger of three existing parcels (lots) to create one 71,002 sf
(1.63 acres) parcel to accommodate the footprint of the proposed retail store within the resulting
parcel.

<
W

AREAS OF CONTROVERSY AND ISSUES TO BE RESOLVED 0

This Draft EIR addresses environmental impacts associated with the proposed Project that are
known to the City of Fort Bragg because they were raised during the initial public review period for
the MND for the Project and subsequent public hearings, in the lawsuit over the Project, or in
comments responding to the NOP, or because they otherwise emerged during preparation of the
Draft EIR. The text of this Draft EIR discusses potentially significant impacts associated with
aesthetics, air quality, biological resources, greenhouse gas emissions, land use, noise,
transportation and circulation, and utilities. The remaining issues required to be addressed under
CEQA are dealt with primarily in the Initial Study Checklist attached as Appendix A to this Draft EIR.
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The City of Fort Bragg received written comment letters on the NOP for the proposed Project. A
copy the letters are provided in Appendix A of this Draft EIR. The commenting agency/citizen is
provided below. Based on input received on the Project as described above, the following subjects
could be described as areas of controversy relating to the Project:
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o whether the Project site contains wetlands;

e whether the Project site provides valuable habitat for wildlife such as blue herons;

o whether the building demolition required for the Project will deal adequately with any
bats that may be inhabiting the existing on-site structure;

ES-2 Draft Environmental Impact Report - Best Development Grocery Outlet

The sentence in question is intended to discuss the environmental topics which are
analyzed in detail in the Draft EIR. The term “potentially significant” was removed from
the highlighted sentence for consistency. See Chapter 3.0, Revisions, of this Final EIR for
the revision.

“Improvements” is a standard term to use in the planning industry when describing
elements of construction that are intended to modify the existing condition. The term is
used accurately here. The term “alterations” as indicated by the commenter, is semantic.
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Response M-5: The commentor provided the following comment on the Draft EIR:

o whether the existing structure on the Project site can be feasibly repurposed and reused.

ALTERNATIVES TO THE PROPOSED PROJECT

The CEQA Guidelines require an EIR to describe a reasonable range of alternatives to the Project or
to the location of the Project which would reduce or avoid significant impacts, and which could
feasibly accomplish most of the basic objectives of the proposed Project. Three alternatives to the
proposed Project were developed based on input from City staff, the public during the NOP review
period, and the technical experts addressing the environmental effects of the proposed Project.
The alternatives analyzed in this EIR include the following three alternatives in addition to the
proposed Project.

e No Project (No Build) Alternative: Under this alternative, development of the Project site
would not occur, and the Project site would remain in its current existing condition.

e Building Reuse Alternative: Under this alternative, the proposed Project would be
developed with the same amenities as described in the Project Description, but the
existing vacant former office building would be renovated and reused for the grocery store
use.

o Decreased Density Alternative: Under this alternative, the proposed Project would be
developed with the same amenities as described in the Project Description, but the density
of the grocery store use would be decreased.

Alternatives are described in detail in Chapter 5.0. Table ES-1 provides a comparison of the
alternatives using a qualitative matrix that compares each alternative relative to the other Project
alternatives.

Draft Environmental Impact Report - Best Development Grocery Outlet ES-3

See Response M-114 below.

Response M-6: The commentor provided the following comment on the Draft EIR:

]
<

0afo1d pasodoid ayy 0y paredwos sysedwr yuesgruds pegnuapr

1]} 2NpaI P[noMm Jet] soaljeuta)fe Joradns AJ[e)UsUUOIIATS 2IOW UAD
19130 opnpoUL 0] [1e] AoY) osnedoq oyenbopeur axe saaTyeUIa)E Paldaos oY,

4

2.0-196

Final Environmental Impact Report - Best Development Grocery Outlet



COMMENTS ON DRAFT EIR AND RESPONSES 2.0

TABLE ES-1: COMPARISON OF ALTERNATIVE PROJECT IMPACTS TO THE PROPOSED PROJECT

| No ProjEct (No BUILD) ‘ BUILDING REUSE ‘ DECREASED DENSITY
ENVIRONMENTAL TOPIC PROPOSED PROJECT!
ALTERNATIVE ALTERNATIVE ALTERNATIVE

SECTION 3.1, AESTHETICS

AES Impact 3.1-1 LS Less Equal Less
AES Impact 3.1-2 LS Less Equal Less
AES Impact 3.1-3 LS Less Equal Less
AES Impact 3.1-4 LS Less Equal Less
SECTION 3.2, AIR QUALITY

AQ Impact 3.2-1 LS Less Less Less
AQ Impact 3.2-2 LS Less Less Less
AQ Impact 3.2-3 LS Less Equal Equal
AQ Impact 3.2-4 LS Less Less Less
AQ Impact 3.2-5 LS Less Equal Equal
SECTION 3.3, BIOLOGICAL RESOURCES

BIO Impact 3.3-1 LS Less Equal Equal
BIO Impact 3.3-2 LS/MM Less Equal Less
BIO Impact 3.3-3 LS/MM Less Equal Equal
BIO Impact 3.3-4 LS Less Equal Equal
BIO Impact 3.3-5 LS Less Equal Equal
BIO Impact 3.3-6 LS Less Equal Equal
BIO Impact 3.3-7 LS Less Equal Equal
SECTION 3.4, GREENHOUSE GASES, CLIMATE CHANGE AND ENERGY

GHG Impact 3.4-1 LS Less Less Less
GHG Impact 3.4-2 LS Less Less Less
SECTION 3.5, LAND USE

LU Impact 3.5-1 LS Less Equal Equal
LU Impact 3.5-2 LS Less Equal Equal
SECTION 3.6, NOISE

NOI Impact 3.6-1 | LS/MM [ Less [ Equal [ Less
NOI Impact 3.6-2 | LS/MM [ Less [ Less [ Less
SECTION 3.7, TRANSPORTATION AND CIRCULATION

TC Impact 3.7-1 LS More Equal Less
TC Impact 3.7-2 LS More Equal Less
TC Impact 3.7-3 LS Less Equal Less
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These conclusions about 3.7-1 and 3.7-2 are not justified or supported by the relevant analysis in the Transportation and Alternatives sections.

See Response M-114 below.

Chapter 5.0, Alternatives to the Proposed Project (not Section 3.7, Transportation and
Circulation), of the Draft EIR includes justification and support for the increased impacts
related to Impacts 3.7-1 and 3.7-2. As discussed on pages 5.0-6 and 5.0-7 of Chapter 5.0
of the Draft EIR, the proposed Project would result in a net increase in VMT over baseline
conditions. However, the model considers a very limited amount of re-routing of Fort
Bragg residents that currently go to the Grocery Outlet store located in Willits for grocery
shopping. As such, the VMT calculation was adjusted for re-routing. According to
information provided by Grocery Outlet, over the last 12 months (June 2021 to June
2022), around 9% of the people that visit their Willits store come from Fort Bragg.
Considering that the length of a one-way trip from Fort Bragg to the Willits Grocery Outlet
store is approximately 35 miles, and one mile from Fort Bragg to the Project site, 990 VMT
is equivalent to the re-routing of 30 one-way trips or 15 round trips from the Willits
Grocery Outlet store to the proposed Project store. Per the Institute of Transportation
Engineers Trip Generation Manual, 11th Edition, a grocery store such as the one in Willits
generates approximately 3,500 daily one-way trips. Therefore, the re-routing of less of
1% of these trips would resultin a net decrease in VMT for both baseline (2022) and future
year (2030) conditions. Table 3.7-18 shows the adjusted VMT results accounting for a trip
redistribution from the Willits Grocery Outlet to the Fort Bragg Grocery Outlet of 1% and
9%. All transportation-related impacts were determined to be less than significant.
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The No Project (No Build) Alternative would not introduce additional vehicle trips onto
the study area roadways. Rather, retail customers would continue their existing driving
patterns in pursuit of groceries. According to information provided by Grocery Outlet,
over the last 12 months (June 2021 to June 2022), around 9% of the people that visit their
Willits store come from Fort Bragg. Considering that the length of a one-way trip from
Fort Bragg to the Willits Grocery Outlet store is approximately 35 miles, and one mile from
Fort Bragg to the Project site, 990 VMT is equivalent to the re-routing of 30 one-way trips
or 15 round trips from the Willits Grocery Outlet store to the proposed Project store. Per
the Institute of Transportation Engineers Trip Generation Manual, 11th Edition, a grocery
store such as the one in Willits generates approximately 3,500 daily one-way trips.
Therefore, as noted in Section 3.7 of this Draft EIR, the re-routing of less of 1% of these
trips would result in a net decrease in VMT for both baseline (2022) and future year (2030)
conditions. Table 3.7-18 shows the adjusted VMT results accounting for a trip
redistribution from the Willits Grocery Outlet to the Fort Bragg Grocery Outlet of 1% and
9%. Under the No Project (No Build) Alternative, re-routing of traffic would not occur, and
a net decrease in VMT for both baseline (2022) and future year (2030) conditions would
not occur. As such, impacts related to CEQA Guidelines Section 15064.3, subdivision (b)
would be increased compared to the proposed Project.

With respect to Impact 3.7-2, under the No Project (No Build) Alternative, transit use
would not increase, bicycle storage facilities would not be installed, and pedestrian
frontage improvements would not be constructed. Impacts related to conflicts with a
program, plan, ordinance or policy addressing the circulation system, including transit,
roadway, bicycle, and pedestrian facilities would be increased under this alternative.
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Response M-7: The commentor provided the following comment on the Draft EIR:

with certain City policies.

=
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On February 2, 2022, legal counsel for the Project applicant, the Best Development Group (Best),
wrote a letter to the City Council mentioning the litigation and requesting that the City Council
rescind the earlier approvals for the Project and commence preparation of an EIR. Project counsel
stated that “[a]lthough Best believes that, given the small size of the Project and its minimal
environmental effects, a spirited legal defense of the MIND could be mounted, any such effort could
consume as much as three years or more, given how slowly the California court system moves. Best
has therefore concluded that the better and more prudent course of action will be to have the City
prepare an EIR and put the Planning Commission and, if need be, the City Council back into a position
to consider the Project anew based on such an EIR.” During its meeting on February 28, 2022, the
City Council, through its adoption of Resolution 4517-2022, rescinded its prior actions approving the
Project, and thereby essentially directed City staff to proceed with preparation of an EIR. On May
19, 2022, the City issued a Notice of Preparation (NOP) for the Project.
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An EIR must disclose the expected environmental impacts, including impacts that cannot be avoided,
growth-inducing effects, impacts found not to be significant, and significant cumulative impacts, as
well as identify mitigation measures and alternatives to the proposed project that could reduce or
avoid its adverse environmental impacts. CEQA requires government agencies to consider and,
where feasible, minimize significant environmental impacts of proposed development. CEQA also
requires agency decision-makers, when considering the approval of projects with significant
unavoidable environmental effects, to balance a variety of public objectives, including economic,
environmental, and social factors.
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The requested deletion was made to Chapter 1.0 of the Draft EIR. See Chapter 3.0,
Revisions, of this Final EIR for the revision.

It is noted that here, the Draft EIR is not advocating for the proposed Project. The text in
question is a factual statement with the quoted material which provides background
information for those readers of the Draft EIR who may have been unaware that the City
Council had previously approved the proposed Project in July 2021 based on a Mitigated
Negative Declaration (MND) and that litigation previously occurred. Because an EIR is
intended to be an informational document, the statement is relevant and provides
background information regarding the previous CEQA document and subsequent
litigation.
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Response M-8: The commentor provided the following comment on the Draft EIR:

DRAFT EIR

This document constitutes the Draft EIR. The Draft EIR contains a description of the proposed
Project, description of the environmental setting, identification of project impacts, and mitigation

measures for impacts found to be significant, as well as an analysis of project alternatives,
identification of significant irreversible environmental changes, growth-inducing impacts, and
cumulative impacts. This Draft EIR identifies issues determined to have no impact or a less than
significant impact, relying as permitted by CEQA Guidelines section 15128 on the Initial Study
checklist attached as Appendix A to this Draft EIR, and provides detailed analysis of potentially 00
significant and significant impacts. Comments received in response to the NOP were considered in
preparing the analysis in this EIR. Upon completion of the Draft EIR, the City of Fort Bragg will file
the Notice of Completion (NOC) with the State Clearinghouse of the Governor’s Office of Planning
and Research to begin the public review period for state agencies. Additionally, the Town of Fort
Bragg will file the Notice of Availability with the County Clerk and have it published in a newspaper
of regional circulation to begin the local public review period.
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PuBLic NoTicE/PuBLIC REVIEW

The City of Fort Bragg will provide a public notice of availability for the Draft EIR, and invite comment
from the general public, agencies, organizations, and other interested parties. Consistent with CEQA,
the review period for this Draft EIR is forty-five (45) days. Public comment on the Draft EIR will be
accepted in written form. All comments or questions regarding the Draft EIR should be addressed
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to:

Attn: Heather Gurewitz, Associate Planner
City of Fort Bragg
Community Development Department
416 N. Franklin Street
Fort Bragg, CA 95437
(707) 961-2827
hgurewitz@fortbragg.com

Additionally, in accordance with Fort Bragg's Coastal Land Use and Development Code section
17.72.100, there will be an additional public hearing to accept comments on this Draft EIR during
the 45-day review period.
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Each NOP comment letter was read by De Novo Planning Group and City of Fort Bragg
staff as they were received. Additionally, the relevant comment letters were provided to
the biological resources, transportation, and noise consultant staff members before work
on the Draft EIR began in order to ensure the CEQA-related concerns were addressed.
Each technical section of the Draft EIR (Sections 3.1 through 3.8) summarizes the relevant
NOP comment authors which were considered in preparing each Draft EIR section.

It is noted that CEQA does not require a lead agency, in issuing an NOP, to solicit
comments from the general public. Rather, NOPs are addressed to responsible agencies
and trustee agencies. Although the NOP for the proposed Project was distributed to
members of the public via public noticing and various agencies, the City is not obligated
to meet informational demands made by members of the public or to provide in the Draft
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